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, In an executive hearing held by a subcommittee of this 
fTommittee on October 19, the already executed and presently plan- 

y xed operations of Ale Petroleum Reserves Corporation were discussed 
by Mr. Leo T. Crowley, a director of that Corporation. During the 
hearing Mr. Crowley stated that it was his understanding, from the 
various discussions at the meetings of the board of directors of 
that Corporation, that the Government of Great Britain would have 

| 307 8 right of veto under any arrangement for the purchase by the Corpor- 


-@ 


ation of a one-third interest in stock holdings of American Companies 
in the oil fields of Saudi Arabia, Senator Brewster, © member of the 

/ subcommittee, could not understand why this should be the case in 
view of the fact that Britain's holdings in Saudi Arabia ,in contrast 
to the holdings in Iraq and Iran, are very small if they exist at 
all. He has asked me to i quire from you whether or not Mr, Crowley's 
impression is correct. 


q4 


The Subcommittee would also very much a;preciate any statement 
which you might care to make concerning the considerations which led 
to the policy decision that the Petroleum keserves Corporation should 
negotiate.a purchese on the part of the United Stases Government of a 
portion of these oil reserves. /) 
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Very truly yours, 


Hash Fston 


HUGH FULTON 
Chief Counsel 


Hon. Cordell Hull 
Secretary of State 
Washinzton, D. Ce 
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In reply refer to 
AP 890F.6363/81 


My dear Mr. Fulton: 


I have received your letter of October 2F, 1943, 
inquiring as to whether the Government of Great Britain 
would have a right of veto under any arrangement for the 
purchase by the Petroleum Reserves Corporation of stock 
participation with American interests in 011 concessions 
in Saudi Arabia. 


In view of the fact that Saudi Arebia is a completely 
independent country and since the California Arabian 
Standard O11 Comvany, the American o11 company having a 
concession in that country, holds its concession from the 
Saudi Arab Government, the Department is aware of no 
ground on which the Government of Great Britain would 
have any such right as that above-mentioned. 


With respect to your reference to considerstions 
leading to negotiations for the purchase by this Govern- 
ment of an interest in oil reserves in Saudi Arabia, I 
have taken the liberty of referring your letter to the 
Petroleum Reserves Corporation. 


Very truly yours, 


For the Acting Secretary of State: 


Assistant Secretary 
Mr. Hugh Fulton, 
Chief Counsel, 
Special Committee Investigating 
the National Yefense Progran, 
United Ststes Senate. 
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DEPARTMENT OF STATE 





OFFICE OF THE PETROLEUM ADVISER 
November 5, 1943 





It is suggested that it may be 
desirable, as a matter of courtesy. 
to inform Mr, Crowley of the substance 
of the attached letter from Mr. Fulton, 
and of our reply, before the latter 
leaves the Department. 
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November 9, 1943 


In refer to 
AP So0r 6505/62 


My dear Mr. Fulton: 


i 


I have received your letter of October 26, 1943, 
inquiring as to whether the Government of Orent Britein 
would have a right of veto under any arrangevert for the 
purehase the Petroleum Reserves C ration of stoek 
pgp, gh on with Anerican interests in oil concessions 
in Arab 


In view of the fact that Saudi Arabla is a completely 
independent country )and sinee the Californin Arubian 
Standard O11 C the American 01] company having a 
coneession in that country, holds its concession from the 
Saudi Arab Government, the Department ia avare of no 
ground on whieh the Government of Great Britain would have 
any suoh right as that above-mentioned. 


With respect to your reference to considcrations 
i to negotiations for the purchase by this Govern- 
ment of an interest in 011 reserves in Saudi Arabia, I 
have taken the liberty of referring your letter to the 
Petroleum Reserves Corporation. 


Sincerely yours, 


For the Acting Secretiry of State: 
,? 
¥ 


ve) 4 
wi? Assketant Seeretary mem. 
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Chief Counsel, ns ¥ % 
ek Special Committee Investigating 

as the National Defense Progran, 
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UNITED STATES SENATE 


Special Committee Investigating 
the National Defense Program 


October 28, 1943 


Dear Mr. Secretary: 


In an executive hearing held by a subcommittee of this 
Committee on October 19, the already executed and presently plan- 
ned operations of the Petroleum Reserves Corporation were discussed 
by Mr. Leo T. Crowley, a director of that Corporation. During the 
hearing Mr. Crowley stated that it was his understanding, from the 
various discussions at the meetings of the board of directors of 
that Corporation, that the Government of Great Britain would have 
a right of veto under any arrangement for the purchase by the Corpor- 
ation of a one-third interest in stock holdings of American Companies 
in the oil fields of Saudi Arabia. Senator Brewster, a member of the 
subcommittee, could not understand why this should be the case in 
view of the fact that Britain's holdings in Saudi Arabia, in contrast 
to the holdings of Iraq and Iran, are very small if they exist at 
all. He has asked me to inquire from you whether or not Mr. Crowley's 
impression is correct. 


The Subcommittee would also very much appreciate any statement 
which you might care to make concerning the considerations which led 
to the policy decision that the Petroleum Reserves Corporation should 
negotiate a purchase on the part of the United States Government of a 
portion of these oil reserves. 


Very truly yours, 


Sd. 
HUGH FULTON 
Chief Counsel 


Hon. Cordell Hull 
Secretary of State 
Washington, D. C. / 


Baa” 


The Acting Seeretary of State trenamite for the 
attention of the President of the Petroleus Reserves 
Corporation a copy of a letter dated October 28, 1943, 
from Mr. Bugh Pulton, Chief Counsel, Special Committees 
Investigating the National Defense Program, United States 
Senate, concerning proposed eperations of the Petroleum 
Rescrvesa Corporation. A copy of the Department's letter 
to Mr. Fulton is also enclosed. 
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SPECIAL COMMITTEE INVESTIGATING 
THE NATIONAL DEFENSE PROGRAM 


November 19, 1943 


Re: AP 890F.6363/é1 


Dear Mr. Acheson: 


Thank you for your letter of November 9 
concerning a projected purchase by the Potroleum 
Reserves Corporation of a portion of the holdings 
of ofl reserves owned by American companies in 
Saudi Arabia. 


Please be assured the Committee greatly 
appreciates your courtesy in furnishing this in- 
formation. 


Very truly yours, 


Assistant Secretary 
of State 
€ ILE 


NCV 2 5 1943 — 
MR. ACHESON 
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UNITED STATES SENATE 
Special Committee Investigating 
the National Defense Program 


October 328, 19435 


Dear Mr. Secretary: 


In an executive hearing held by a subcommittee of thia 
Committee on October 19, the already executed and presently 
planned operations of the Petroleum Reserves Oorporation 
were discussed by Mr. Leo T. Crowley, a director of that 
Corporation. During the hearing Mr. Orowley stated that 
it was his wnderstanding, from the various discussions at 
the meetings of the board of directors of that Corporation, 
that the Government of Great Britain would have a right 
of veto under any arrangement for the purchase by the 
Corporation of a one-third interest in stock holdings of 
American Companies in the oil fields of Saudi Arabia, 
Senator Brewster, a member of the subcommittee, could not 
understand why this should be the case in view of the 
fact that Britain's holdings in Saudi Arabia, in contrast 
to the holdings in Iraq and Iran, are very small if they 
exist at all. He has asked me to inquire from you whether 
or not Mr. Crowley's impression is correct. 


The Subcommittee would also very much appreciate any 
statement which you might care to make concerning the 
considerations which led to the policy decision that the 
Petroleum Reserves Corporation should negotiate a purchase 
on the part of the United States Government of a portion 
of these oil reserves. 


Very truly yours, 


HUGH FULTON 
Chief Counsel 


Hon. Cordell Hull 
Secretary of State 
Washington, D. C. 
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aside | DEPARTMENT OF stale! Me 
172, November 3, 11 io fle, : 
Yesterday morning at the first opportunity which 
26 has offered since my ré€turn to Jidda I informed the 
4 King verbally the sense of the Department's 64, October 9, 

7 PeMe Gonfirming what he had already learned from 

Casoc, General Manager, on or about October 16. 
The King expressed pleasure at prospective 


development, seemed to consider United States Govern- 
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ment participation as perfectly natural and expressed 
aa that project would be beneficial both to 


and United States Government$ - 
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FROM 
New Delhi. 
Dated October 20, 1943 


Rec'd Nove 5, 1 nome 
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Weeki ng ton 


Reference ia nade to the pear Sng airgram Hof 36 
of September 16, -7:30 nem, 1943. 
_ The Secretary to the Government of Indie in the ¥xternal 
Affaire Department has informed the ‘Wseion that the Govern~ 
ment of India has no whieation to the acandonment oF the 


control. plen regarding the departure. from tehrein of 


¢8/¢e9¢9° JOE8 


American oll personnel atetioned in that area and that 


approval is ao longer required from New Delhi. 
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MUNRAY “log Memorand f Conversati =< 
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SUBJECT: INQUIRY BY STANDARD OIL COMPANY OF NEW JERSEY REGARDING 
SAUDI ARABIAN OIL 


PARTICIPANTS: Mr. Bohannon, Standard O11 Company of New Jersey 


Mr. Merriam 














COPIES TO: AP 
DEPARTY 
—— - > ~ ia ero. 1— 1498 ~ 
» Mr. Bohannon referred to the current visit of the 
va Saudi Arabian Princes and asked whether there was any way 
in which his company might participate in Saudi Arabian 


oil. 


When asked whether he meant participation in the 
existing concession of the Caltex interests or obtaining 
a concession in Saudi Arabia outside existing Caltex hold- 
ings, Mr. Bohannon made no definite response. I said it 
was my understanding that by virtue of the "Red Line Agree- 
ment" to which his company was a party through the Near 
East Development Corporation, it would not be possible for 
Standard O11 Company of New Jersey to acquire an interest 
in Saudi Arabia without bringing in its British associates 
in the Iraq Petroleum Company, but that King Ibn Saud was 
apparently unwilling to permit British petroleum interests 
to enter his country. 


To my surprise, Mr. Bohannon said he doubted whether 
the "Red Line Agreement" would apply in present circum- 
stances, and intimated that it could be altered by inter- 
company arrangements in other parts of the world. He theft 
said it had occurred to him that in view of the formation— 

co 
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of the Petroleum Reserve Corporation and the presence of 
the Princes in this country, negotiations might be going 
on which would permit his company to participate in some 
way in Saudi Arabian oil. 


I said to Mr. Bohannon that the activities of the 
Petroleum Reserve Corporation were incompletely known to 
me and that he might wish to see Mr. Sappington of AP in 
that regard. I stated that the visit of the Saudi Princes 
Was a social visit for the purpose of strengthening the 
friendly relations between the Saudi Arab and American 
Governments and peoples in line with previous steps to 
that end, such as sending an Agricultural Mission at Ibn 
Saud's request over a year ago, and opening an American 
Legation at Jidda. Mr. Bohannon knew of neither of these 
two developments. I also said that so far as I knew, 
and I thought I did know, there was no intention on our 
part to discuss with the Princes during their visit any 
matter involving a basic change in the concessionary 
position in Saudi Arabia. 


Mr. Bohannon then remarked that a good deal had been 
appearing in the press linking the visit with oil discus- 
sions. I replied that I was aware of the press articles, 
but that there was nothing to them other than the fact 
that o11 is important in the war and that we want to be 
on good terms with foreign countries where oil for war 
purposes is produced. 


When leaving, Mr. Bohannon said he would be glad to 


be informed if there was anything his company “ought to 
do out there." 
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NE 
Mr, ling: 





A9 
ve 
I share Mr. Hickerson's uncertainty 

AB = recisely what Mr. Kirk has in mind 

aB appropriate safeguards" for the 

i in Saudi Arabia, As I understand 
it, the proposals of the Department's com- 
mittee in regard to the Saudi Arabian con- 
cession, the interdepartmental consideration 
also in this regard, and the Petroleum Re- 
serves Corporation's discussions with the 
company have all aimed at ensuring the 
stability of and protecting this concession. 


However, the attached telegram, I be- 
lieve, furnishes another clear indication of 
the strong desirability of prompt discussions 
with the British looking toward an agreement 


on oil, 


c. Sappington 
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No doubt you will be interested in the attached 
airgram A-211, October 13, 11 a.m,, from Cairo regard- 
ing the sudden British interest in the extent and 
status of the American o11 concession in Saudi Arabia, 
It 16 suggested in this telegram that the 011 conces- 
sion situation be checked in order to make sure that 
appropriate safeguards for protection have been taken 


or will be taken, An expression of your opinion in 


regard thereto would be appreciated, 


Paul H, Alling se 
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DEPARTMENT OF STATE 





DIVISION OF EUROPEAN AFFAIRS 





November 5, 1943. 


NE - Mr. Alling 

I am not sure that I understand 
just what Mr. Kirk meane by his 
suggestion of “checking 011 concession 
situation in Saudi Arabia with view to 
assuring that appropriate safeguards 
have or will be taken". I strongly 
favor our taking every appropriate step 
to throw every safeguard we can around 
this American concession. I feel that 
such action is necessary from the stand- 
point of the interests of the United 


States. 
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Secretary of State, 


Weehington, 


A-Z11, October 13, 


My 1785, October 6, 1 p.m. 


oO p.m. 
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AIRGRAM | - 
Cairo 

Dated Cetober 13, 1943 
Rec'd 5 p.m. 2let 


ie 


and 1831, October 12, 


In addition to public etatemente regarding Saudi 
Arabian oil reported in my telegreme under reference 
certain mention thereof has also been made to me 
privately by high British officiale which might in- 
dicate that a new emohasie ie being placed on thir 
matter by Britieh and that they have in particular 
aeveloped a sudden interest in extent and etatua of 
American o11 concessions im thattcountry. Thia devel 
opment may possibly be merely an aberrant reflection of 
coordinated Anglo-American plana for oil development 
in this area along linee of Department's deepatch no. 
545, September 18, 1943, regarding o11 production in 
Beypt but in any event normal business precaution 


would suggert 


_concessiion 


aay 
eituation in Saudi Arabia with view to asauring that 
appropriate safeguarde | have or will be taken, | 


——— 
Repeated to Jidda, 


KIRK 
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7 ¥ -¥ dia ‘ 
PA/M — Mr, Murfey: Vriee wu < 
Key Vale Wy — 
At the Foreign Petroleum Committee 
meeting yesterday at the Department of the 
Interior gang Mr, Stribling Snodgraas, 
Director of the Foreign Refining Division, 
PAW, stated that he had just been informed, 
without detaile, that the refinery project 
for Saudi Arabia should be help in abeyance. 
He indicated, however, that there were 
other alternative projects under considera- 
tion. (After the meeting, Mr. Snodgrass 
indicated to me that he wae here referring 
to the alternative proposals that refinery 
facilities be built either in Kuwait or in 
Bombay.) Mr. Snodgrass said that he ex- 
pected to receive further information with 
respect to this matter. ry 


d { b 3 bF rat’ 
(4 2: Sappinggon 


AP: JCS; kw 


; f 


Cy6l % 


£8/2929° 4068 


TO1/Soa 


CROSS-REFERENCE FILE 


NOTE 


SUBJECT Possible increased production in Saudi Arabian oil. Conversa- 


tion with Sgudi Arabian Minister of Foreign Affairs who sub- 


mitted statement on-, 


F or the original paper from which reference is taken 


\ 
| 


See Memorandum 
\ (Despatch, telegram, inc:ruction, letter, etc.) 
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ted __ Nov. 1,1943 __ from\ State Department 
Dated To NE (Ajiing) 
File No... 890f.0011/99 ne 
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dy, 
Ca y , Movember 12, 1944 DEPARTMENT oF STATE 
4 gy { 
NV, NY., ; 


eorieie: oF 
_NEAR VF EASTERN AFFAIRS 
cee ee | 


We have crosse=checked Mr. Crowley's testimony 
before the Truman Committee in connection with the 
participation of the U. 8. Government in the owner- 
ship of o11 concessions in Saudi Arabia. 


It seems to us in FEA that Dean Acheson's 
letter to Mr. Fulton can probably go out. 


I am attaching for your information a copy of 
a letter from Mr. Crowley to Mr. Fulton on this sub- 
ject which has been sent to Mr. Crowley for signature. 


Sincerely yours, 


Brenn Lop 


Mr. James C. Sappington 

Office of the Petroleum Adviser 
Department of State 

Washington, D. C. 
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I regret thet =p tectinesy ia thie matter bas cansed 
this sisunderstanding. 


Stneerely youre, 





Lee fT. Grewle’, 
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"over 26, 1942. 
U - Mr. Stettinius: | 


You may wish to note the attached marked cony of 
The Wall Street Journal of Thursday, October 21, 1943, 
carrying a story on the front page regarding the nego- 
tlations which have been in progress between the Petroleum 
Reserves Corporation and the Standard Oil Comvany of 
California with a view to acouiesition of that comnany's 
holdings in Saudi Arabia. 


These negotiations were supoosed to have been con- 
ducted in the greatest secrecy but widesvread rumors 
regarding them were current even before the vresent 
article was published. 


In this connection the following reassuring informa- 
tion reached us yesterday: 


The California-Arabian Standard Cil Company repre- 
sentative in Saudi Arabia, acting under instructions of 
his company and in agreement with us, snoke to King Ibn 
Saud some time after October 9th last and informed him 
"that arising out of and in connection with the large 
refinery project which will involve large-scale Government 
financing in one form or another, this Government is also 
talking with the companies that own the California-Arabian 
Oil Comnany of the vossibility of securing @ varticivation 
in the California-Arabian Company such as might vorotect 
the oublic interests in this Government investment." 

Our representative in Saudi Arabia was instructed to convey 
the same information officially to King Ibn Saud by the 
attached telegram no. \84 of October 9, 1943. 


The gratifying reaction of King Ibn Saud to the 
above notification,conveyed to us by the companies' reore— 
sentatives in this country,is said to be that the King hag, 
complete confidence in the good faith of the American Gov— 
ernment and that any arrangement along the above lines > 


which we find desireble will be agreeable to the King. = 
We exnect that our diplomatic revresentative in Jidda 

will confirm this revort as soon as he has been able to 

discuss the matter with the King who is exvected to vroceed 


to 
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to the Hejaz shortly to be present during the forthcoming 
annual pilgrimage to the holy places. ; 


All in all, therefore, the situation seems encouraging. 
According to Mr. Fortas, the companies are showing a more 
favorable disposition to come to some arrangement looking 
to participation by this Government in the exploitation of 
Saudi Arabian oil, and the King is reliably reported to be 
favorably disposed towards such an arrangement if and when 
coneummated. 


\ 
or,- 
Wallace Murray 
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The Under Secret tf ATE 
Arising out of original recommendations presented 
jointly to the President in March by the Secretaries of 
State, War, Navy and Interior, secret negotiations have 
been going on to obtain for the United States Government 
through the Petroleum Reserves Corporation a substantial 
participation in the ownership and control of the California- 
Arabian Standard O11 Company by purchase from two American 
Companies that own the concession, to wit, the Standard 
Oil Company of California and the Texas Corporation. These 
negotiations have been conducted at the instruction of the 
President by Mr. Ickes and myself. They have been diffi- 
cult in nature and have had many ups and downs, They 
are not yet successfully concluded, and they may not be. 
You will find the main stages of the negotiations reported 
in a series of secret memoranda that I have sent from time 
to time to Secretary Hull. These discussions have taken 
place under the seal of secrecy fo y reasons, among 
which are (a) the necessity that wees seneromt us of 
securing the consent of Ibn Saud, (b) the desire to get: : 
correct public presentation in the eyes particularly of ‘i 
the British and Russian Governments, (c) the prospective e 
necessity of securing congressional consent to the trans- «+4 
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of the NEW YORK TIMES gives a rather exact and full account 


N | G3 
Poe story, however, on page 8 of the late City Edition 
of the matter. Denial would plainly be useless and trouble- 


some, D 
The two sons of Ibn Saud who are in New York are in- — 
gQuiring about it, and the Petroleum Reserves Corporation » 


and the Department are on the point of agreeing to permit —_ 
the President of the California—-Arabian Standard 011 Companytr 
who will be seeing the Arabian Princes tonight, to inform ‘ 
them that discussions have been going on of the character 
mentioned in the TIMES but that they arose from the fact 

that war necessities made it imperative to construct a large U 
refinery in Saudi Arabia - which should be to the great 


N&o/s 


advantage 


wo 2 =o 


advantage of Saudi Arabia. 


In addition, it has become necessary for the California- 
Arabian Standard 011 Company to notify Ibn Saud, and likewise 
for our Minister to notify Ibn Saud. We are planning to meet 
later on this afternoon to agree upon the cables to be 
despatched, 


The premature revelation is unfortunate but may not 
prove to be really harmful; it is too early to know, We will 
make every effort within the next two or three days to see 
whether the deal can or cannot be closed. (Secretary Ickes 
had a special meeting with the President of the Texas Cor- 
poration this morning in an effort to insist that the matter 
has y° be brought to a final decision within the next few 
days). 


It is my impression that you will find public interest 
in this transaction will mount, not decline, and that attempts 
will be made to quizz you on every aspect of it. 


It is my recommendation that for the time being the 
press be referred to Mr. Ickes as President of the Petroleum 
Reserves Corporation as news source. This is in accord with 
the idea that the President and the Secretary have had right 
along to subordinate its diplomatic aspects as much as pos- 
sible - an idea with which I am in full agreement. However, 

I have no doubt that the Department will be called upon before 
very long to respond to inquiries in the matter either from 
foreign governments or on the part of the press. 


As you know, the experts believe the Saudi Arabian 011 
field is one of the two or three greatest in the world, 


1. Feed 


P.S. We are engaged, but in a moré@ preliminary way, in 
similar negotiations with the Gulf 011 Company regarding 
the Kuwait field but this still has remained a secret, 
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Mr. Wallace Murray a 
Adviser on Political Kelations 

Department of State ad 
Washington, D.C. 


My dear Mr. Murray: 
As you are aware, the Standard Oil Company of California 


and the Texas Company have equal interests in certain oil conces- 
sions and operations in the Near East, notably in Bahrein and in 


~« Saudi Arabia. ‘rhe concession in Saudi Arabia is held and opera- 


ted by the California Arabian Standard Oil Company, whose shares 
are owned by the two companies equally. Hitherto, the principal 
outlet for oil from Saudi Arabia has been to the Hast, that is 
by tanker via the Persian Gulf to the consuming areas generally 
east of the Suez Canal. It is expected that production in Saudi 
Arabla will be greatly increased early in the post-war period 

in order to serve consuming areas which were formerly supplied 
from the western hemisphere. For this reason, we believe that 

a pipe line of large capacity will be necessary for the economic 
delivery of crude oil from the producing fields in bastern Saudi 
Arabia to an appropriate seaport and future refinery location 

on the Mediterranean. Contingent upon political and other cir- 
cumstances favorable to operations of this type being established 
among the nations concerned, at the peace table or prior thereto, 
it is contemplated that we would undertake the construction and 
operation of such a pipe line and related facilities. The pipe 
line, however, would not necessarily be restricted solely to the 
transportation of the company's own oil. 


While California Arabian Standard Vil Company enjoys 
adequate rights under its present concession in Saudi Arabia to 
construct such a line through that domain, it would be necessary 
to cross other territory, for example transjordan and Palestine, 
and perhaps Kkgypt, in order to reach a suitable terminus on the 
Mediterranean. This would entail negotiations with the govern- 
ments having jurisdiction in those territories. 


In addition, to provide such an outlet for Saudi Arabian 
oil to the Mediterranean sea, and therefore to the western world, 
would introduce a new factor of high importance into the political 
and economic problems already facing the governments which are 
vitally concerned in the development and world-wide ae ele 
of Near Kast oil. 
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Moreover, we are aware of the great strategic importance 
which, under certain conditions, might attach to such a project. 


Chiefly for the foregoing reasons we desire to inform 
the Department of State concerning our plans and intentions in 
connection with such a pipe line, even in their present prelim- 
inary stage, and to invite such comment as the Department may 
wish to make. This letter is for that purpose, and will be 
supplemented, at the Department's convenience, by whatever addi- 
tional information is desired. 


In addition to informing the Department concerning this 
project, we would like to know from the Department whether it ~ 
perceives any objection to our proceeding in the near future 
with the concessions and other arrangements which will be nec- 
essary; whether the Department chooses to have prior conversa- 
tions with the other governments concerned for the purpose of 
resolving any political issues before we undertake such negotia- 
tions; and, in the event that it neither perceives objections 
to our going forward, nor chooses to deal in a prior manner with 
the other governments affected, whether and to what extent we 
might expect the Department to facilitate and assist us in secur- 
ing the necessary rights and safeguards from those other governments. 


We believe that the Department will not need to be re- 
minded of the importance which Saudi Arabian oil, available in 
large quantities in the Mediterranean and completely under the 
control of American nationals, would have as our own domestic 
oil reserves decline; nor that the best efforts of private 
American companies, without the assistance of their government, 
might not be successful in reaching a satisfactory and secure 
arrangement in the face of possible opposition in which other 
governments took an active part. 


It is hardly necessary to add that we have every desire 
to conduct the enterprise alluded to in complete harmony with 
the established policies of our government and with full regard 
for any relevant agreements which may be reached between our 
government and others. 


In view of the fact that the project outlined herein 
is in its formative stage, and that our present questions are 
entirely political in nature, copies of this letter are not 
being furnished to other departments of the government which 
might become interested later. 


Preliminary to taking our next steps we would appreciate 
having the Department's comments concerning this proposal. 


Very truly yours, 


aE ae 


In reply refer to 
AP 


My dear Mr. Davies: 


I have received your letter of December 27, 1945, 
addressed to Mr. Wallace Murray, outlining your plans 
and intentions, now in a preliminary stage, in connec- 
tion with the construotion of a pipeline, which would 
transport o11 produced by your company and possibly 
other 011 as well, from the producing fields in east- 
ern Saudi Arabia to the Mediterranean, and inviting the 
Department's comment. I wish to thank you for informing 
us of this project and giving us an opportunity to com- 
ment upon it, 


First I wish to say that the Department, from the 
viewpoint of both the war time and ge Brig importa ce 
of petroleum, favors the development of all possible 
sources of that product, and is glad to see American conm- 
panies participate in that development. The construction 
of a pipeline, such as the one you contemplate, would 
appear to be in line with these objectives, and the Depart- 
ment therefore would in principle look favorably upon such 
a projeet. 


However, there are now certain questions and develop-~ 
mente relating to o11 in the Middle Eastern area to which 
a project of this nature must be properly related. In 
this connection, we note with pleasure that you have every 
desire to conduct the enterprise in question in complete 
accord with the policies of this Government and with full 
regard for any relevant international agreements to which 
this country might be a party. Moreover, a project such 
as that in question must be viewed in the light of military 
requirements and the materials situation. 


Aocordingly, we will appreciate being kept informed 


of the 


Mr. F. A. Davies, Director and President, 
California Arabian Standard 011 Company, 
200 Bush Street, 
San Franoisco, California. 
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of the progress of your plans as they become more spe- 
Gifie and, if, in the light of those plans and the above- 
mentioned olrounstances, 4% should be agreed that the 
ak de should be advanced, you may be assured that this 

ernment will assist you in every appropriate way with 
other governments concerned in 7 ge to your endeavors 
to seoure such rights and safeguards as may be necessary 
in connection with the construction of the pipeline. 


Sineerely yours, 


Gharles B. Rayner 
Acting Petroleum Adviser 
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Dear.Mr. Acheson: 


Thank you for your letter of November 9 
concerning a projected purchase by the Petroleun 
Reserves Corporation of a portion of the loldings 
of oil reserves owned by American companies in 
Saudi Arabia. 


Please be assured the Committee creatly 
appreciates your courtesy in furnishing this in- 
formation. 


Very truly-yours, 
Fi he U 7 =—- 
dae te 
Chiff Counsel 
) 
Honorable Dean Acheson 
Assistant Secretary of Stat 
Department of State 
washington, D. C. 







Assistant Secretary 
of State 


NOV 2 2 1943 
MR. ACHESON 
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In reply refer to 
AP 690F .63565/81 


My dear Mr. Fulton: 


I have received your letter of October 28, 1945, 
inquiring as to whether the Government of Great Britain 
would have a Fright of veto under any arrangement for the 
purchase by the Petroleum Reserves Corporation of stock 
participation with Amerioan interests in 011 concessions 
in Saudi Arabia. 


In view of the fact that Saudi Arabia is a completely 
independent country and since the California Arabi an 
Standard O11 Company, the American 011 o having a 
concession in that country, holds its concession from the 
Saudi Arab dovernment, the Department is aware of no 

n4 on which the Government of Great Britain would 
ve any such right as that above-mentioned. 


With respect to your reference to oonsiderations 
a to negotiations for the purchase by this Govern- 
ment of an interest in ofl reserver in Saudi Arabia, I 
have taken the liberty of referring your letter to the 
Petroleum Reserves Corporation. 


‘Stncerely yours, 


For the Aoting Secretary of ‘State: 


Aesistant Secretary 
Mr. Hugh Fulton, 
Chief Counsel, 
Special Committee Investigating 
the Notional Defenee Progran, 
United States Senate. 

AP: JCS: mw: kw 
11/6/43 
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The Acting Secretary of State transmite for the 
attention of the President of the Petroleum Reserves 
Corporation a copy of a letter dated October 26, 1945, 
from Mr. Hugh Pulten, Chief Counsel, Special Committees 
Investigating the National Defense Program, United States 
Senate, coneerning preposed operations of the Petroleum 
Reserves Corporation. A eopy of the Department's letter 
te Mr. Fulton is alse enclosed. 


As stated. 


AP:TJT mw 11/4/43 


DEPARTMENT OF STATE Ping 
" Lu5a— $ 


. OFFICE OF THE PETROLEUM ADVISER at 
December 1,.1943 














a MR. MURRAY GN 
DEC 38 1943 
Ne <ATMENT OF 31 WS 7 


There is attached for your consideration 
@ memorandum setting forth some views and 
recommendations concerning the position 
which I believe this Department should take 
on certain foreign oil matters of broad in- 
plications, and particularly at this stage 
On the question of direct Government parti- 
Slpation in oil companies holding reserves 
abroad, 
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JameSB C, Sappington 
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MEMORANDUM ON THE DEPARTMENT'S POSITION WITH RESPECT TO 
THE PROPOSAL THAT THE GOVERNMENT PURCHASE STOCK CONTROL 
OR PARTICIPATION IN THE CALIFORNIA-ARABIAN STANDARD OIL 
COMPANY, WHICH HOLDS THE IMPORTANT OIL CONCESSION IN * 
SAUDI ARABIA. 


The Petroleum Reserves Corporation, with the approval of 
the President, has been negotiating over a period of time with 
the California—Arabian Standard 011 Company (CASOC), which 
holds the important Sadi Arabian o11 concession, and ith the 
joint owners of that Company, the Standard O11 Company of 
California and the Texas Company, with a view to the Government 
purchasing stock control or participation in the company. 
Initially it was contemplated that the Government should en- 
deavor to acquire the entire interest of the California—Arabian 
Standard O11 Company in Saudi Arabian oil reserves, This was 
strongly resisted by the company, It was then contemplated 
that the Petroleum Reserves Corporation would acquire in excess 
of 60% of the stock of the California-Arabian Standard 0il 
Company, or the controlling interest, in the Saudi Arabian re- 
serves held by that company, Finally the negotiations aimed, 
from the standpoint of the Petroleum Reserves Corporation, at 
the purchase by the Corporation of a third interest in CASOC, 
This would mean that the Government, the Standard O11 Company 
of California and the Texas Company would each own one-third of 


CASOC, It was further contemplated that agreement would be reached 


as to those matters of policy on which the Government would have 


the deciding voice, 


Paralleling the above-indicated conversations with the 
representatives of the Standard O11 Company of California, tem 
Texas Company and CASOC concerning Government participation th 
the latter company, negotiations were also conducted with thgge 
interests regarding the construction by CASOC in Saudi Arabia, 
of a refinery, which the Government would assist in financings 
for an initial throughput of 100,000 barrels per day of crud@® 
for the manufacturing of aviation gasoline md other products, 
On August 13 the Joint Chiefs of Staff approved the recommenda- 
tion of their petroleum agency, the Army-Navy Petroleum Board, 
that this refinery be built in Saudi Arabia. The cost of the 
refinery facilities and additional pipeline was estimated at 
$108,030,000. On August 26 the Secretary of the Interior, be— 
cause of the great urgency involved, verbally authorized CASOC 
to perform the necessary acts in connection with the construc-— 
tion of the refinery, and on September 6 a written letter of 
intent was issued, Ina letter dated September 21, 1943, 


Secretary Ickes 
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Secretary Ickes informed Mr. Leo Crowley that "This plent and its 
attendant facilities is a war project, the construction of which 
in the shortest period of time the Armed Forces assure us is of 
the utmost importance", 


At the most recent meeting of the Board of Directors of the 
Petroleum Reserves Corporation held November 5, 1945, the latest 
proposals of the companies with regard to the construction of the 
refinery in Saudi Arabia were outlined, and since it was con- 
eidered that the Texas Company's position with respect to arrange- 
ments was unreasonable, it was decided to notify the companies 
that their proposals were unacceptable, Thereafter the authori- 
zation to the Company concerning the refinery was cancelled and 
the project stopped. 


At the above-mentioned meeting Secretary Ickes indicated 
that he had been considering the question of Government owner- 
ship or participation in oil companies overating abroad, and that 
he tended to the view that it might be preferable to return to 
the original suggestion made when the subject was initiated, 
namely, that the Government might be quite as well protected in 
securing the necessary petroleum from foreign reserves owned by 
Auerican companies by entering into a contract with the companies 
concerned rather than by directly participating in the companies. 
Secretary Knox appeared to agree with this trend in Secretary 
Ickes' thinking. However Commodore Carter, the Executive Officer 
of the Army-Navy Petroleum Board, and General Boykin Wright, of 
the War Department, seemed to be strongly of the opinion that 
1t would be necessary for this Government actually to own at 
least a considerable block of shares in the companies holding 
reserves abroad in order to guarantee this country sure access 
to such reserves after this war and, more particularly, in the 
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event of a future great war. Their reasoning was based upon the 
premise that the resources of the United States are small compared 
with the foreign 011 holdings of American companies, and that we 
should import petroleum after the war. 


It is believed that the Department should now promptly de- 
termine its position on this question of whether the Government 
should participate directly by purchase in American companies 
holding 011 reserves abroad. The Secretary of State is a Director 
of the Petroleum Reserves Corporation (the other directors are 
the Secretaries of War, Navy and Interior, and the Administrator 
of the Foreign Economic Administration). The bylaws of the 
Corporation contain the following provision under the neading 


Coordination with State Department": 


"In order 
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"In order that the activities of the Corporation in acquiring 
foreign oil reserves shall be in accord with Amerioan foreign policy, 
the following principles shall be observed in the conduct of the 
Corporation's affairs: 


a. The Corporation shall not embark on any major projects or 
undertakings without receiving the prior approval of the 
Secretary of State: 


b. All major negotiations with foreign governments shall be 
conducted through the appropriate missions of the State 
Department or else under its supervision," 


It is believed that direct participation by the Government, 
through purchase, in American companies holding reserves abroad would 
be a highly questionable, not to say dangerous, step and, moreover, 
would be one which could not accomplish the purpose that it would 
be intended to achieve, 


It is suggested th#t the basic need is the orderly development 
of all of the resources of the Middle East, both British and American— 
controlled, to attain the fullest vossible production of oil com- 
patible with sound oonservation practices, This full development 
should be begun as promptly as possible, 


This objective can only be achieved in close cooperation be- 
tween the United States and British Governments growing out of an 
agreement between the two covering o11 in the Middle East. In view 
of the British-American company relationships, the existing restric- 
tions on American companies having holdings in the Persian Gulf area, 
British favoritism of certain fields over others, and the British 
political influence throughout the Middle East, the attainment of 
proper and full development of Middle East 011 is beyond the power 
of the companies themselves t» attain. It has been proposed to 
the Secretary that preliminary and exploratory conversations be 
initiated between the two Governments for the purpose of discussing 
these various parte to the fundamental problem with the view to 
formulating recommendations to the two Governments as to means for 
achieving full cooperation in the development of Middle Eastern oil 
resources, 


It will obviously be to the peacetime benefit of all nations if 
ample quantities of Middle Eastern oil are made readily available. 
This 18 obvious from the viewpoint of oil-using nations. However, 
the benefit of this full production, of course, should accrue not only 
to the oil importing countries but also directly to the Middle 
Eastern countries which contain the resources, Moreover, it is be- 
lieved that there should be assurance that benefits from the develop- 
ment of their resources should accrue to the small countries as well 
as to the large countries to an extent proportionate to their eco- 
nomic needs, To accomplish this, any international arrangement on 
development should contemplate the proper proportioning of output 
as between countries in the area on the basis of their economic 
requirements. 


If o11 flows abundantly from the vast reserves of the Persian 
Gulf region into the markets of the world, including European and 
Other markets heretofore supplied by o1l1 from this 


this hemisphere (the United States and Caribbean Basin), it is 
most probable that the draining of Western Hemisphere reserves 
will not proceed at so rapid a rate as in the past. If, in 
addition, Middle Eastern oil should enter the United States 
market to meet the postwar need for oil imports, the result 
should be a further conservation of the reserves of this hemis- 
phere. 

‘as Thus, even from the viewpoint of the argument that the 
Government should participate in companies, such as CASOC, hold- 
ing reservee in the Middle East in order to assure adequate re- 
serves for security reasons in the extremity of some future great 
war, it would appear that that aim would be achieved far better 
by encouraging in every way possible the full development of 
Near Eastern reserves than by the limited and questionable course 
of Governmental participation in the companies, First, it is 
questionable if, in the event of such a war, stock ownership by 
this Government in the company would throw an adequate cloak of 
protection about the Saudi Arabian reserves if that country 
should be threatened, or whether the mere ownership of stock by 
this Government would in any way affect the issue of whether 
American troops and naval forces would go to the defense of the 
concession in Saudi Arabia if that area should be in a danger 
zone. On the other hand, the reserves in the Caribbean Basin 
are the area which would be defended by American forces in any 
event. Hence, on a basis limited to consideration of American 
security, as previously indicated it would appear advisable 

that Middle Eastern o11 be developed to the maximum and that 
supplies in this hemisphere be relatively conserved, 


The argument based on security grounds alone leaves out of 
account, of course, the postwar development of oil from shale 
and coal, of which there are vast supplies in this country, as 
well as any question of a development of substitute fuels, 


The amount of oil in the Persian Gulf region is believed to 
be so great that it is probable that none of the holders of con- 
cessions in that area could exhaust their reserves during the life 
of the concessions, Accordingly, the question of the distribu- 
tion of Middle Eastern oil is at the heart of the problem of the 
full development of that oil. In the past, the British have 
favored the development of certain fields at the expense of 
others. For example, the Anglo-Iranian Oil Company, which 1s 
controlled by the British Government and holds vast Iranian oil 
fields, has been developed in order to give revenue to the 
Ire.nian Government, and oil from those fields has supplied the 
great Indian and Burman and other markets. On the other hand, 


the 


the British have held back production from the Iraq Petroleum 
Company's concessions in Iraq, The Iraq Petroleum Company is con- 
tolled by British interests although American and French companies 
each have a 23-3/4% share in the compgmny. In the past had a greater 
quantity of o1l flowed from the Iraq fields through the pipelines 
to the Mediterranean coast and thence to the markets of Eurepe, 
less o11 would have gone to those markets from this hemisphere, 
Another example, which haa previously been referred to, isa the 
marketing restriction on the Gulf O11 Company in regard to Kuwait 
oil. As a price for being permitted to acquire a half interest in 
the large Kuwait o1l fields, the Gulf O11 Company had to agree with 
the Anglo~-Iranian 011 Company, the other joint owner of the Ku- 
wait O11 Company, that Gulf would not market Kuwait oil in markets 
directly or indirectly of interest to the Anglo-Iranian Oil Company. 
That provision has naturally retarded the development of the Kuwait 
oil fields, 


Acoordingly, the necessity of reaching an agreement with te 
British, which will lead to the loosening of these restrictions on 
the development of Middle East o11, must encompass the adjustment of 
any merketing and distribution problems, A disposition to work for 
a satisfactory adjustment of any such problems would deal with the 
reasong for restrictive actions by the British in the Middle East 
by providing for the orderly disposal of Middle East o11 and look 
to the assurance, in so far as possible, of stable and adequate 
Outlets, and thus would undoubtedly contribute substantially to 
the reaching of a general agreement with the British, 


In the foregoing connection, the basic factor in developing 
widening distribution of Persian Gulf oil, it is believed, will 
be the relative difference in cost of production. Middle East oil will 
be cheapest, United States oil will be expensive, and the cost of 
Caribbean oil will be between, However, it may be possible that 
measures to encourage the degree of distribution desired may have 
to be considered from time to tine, The postwar oonstruction of 
additional pipelines from the Persian Gulf region to the Mediterrean 
will undoubtedly facilitate the movement of Middle Eastern oil 
westward. In addition, it can be anticipated that there will be a 
great number of tankers available as a result of wartime tanker 
construction. Since these tankers are larger and faster than the 
pre-war tankers, the cost of transportation should be lowered. As 
a further encouragement to full produotion of Middle Eastern oil by 
utilizing it to meet the postwar need for 011 imports into this 
country and with a view to the utilization of the postwar tanker 
fleets, if it should prove advisable because of transportation cost 
differentials, an arrangement might be considered whereby through 
governmental action after the war Middle Eastern 011 would be 
transported to commercial buyers in this country at transportation 
rates which would result in the purchaser acquiring such oil at as 


favorable 
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favorable terms as he could acquire oil from other areas, This 
would merely be a matter, as indicated, of transportation rates and 
would not involve the price of Middle Eastern oi] to the oommercial 
buyer. With respect to the price of Middle Eastern oil, tne ob- 
jective would be of course that such 011 would be available to 

all purchasers on equal terms and conditions in accordance with 

the equal access provision of the Atlantic Charter. 


ae 
-_ Aside from any considerations of this Government acquiring 
stock participation in CASOC or other companies holding concessions 
abroad in order to be assured of oil supplies for security reasons, 
this step has also been considered from the viewpoint of its de- 
sirability as a method of affording stability to the concession, 
The Saudi Arabian Government is a personal monarchy. King Ibn 
Saud, who thinks in personal terms, has great confidence and trust 
in the President, Moreover, the company stands very high in his 
Opinion. However, Ibn Saud has forty sons and it is feared that 
if he should die, there may be a wealth of conflicting claims with a 
resultant chaotic situation in Saudi Arabia which might jeopardize 
the American interest in Saudi Arabian oil, As indioated in the 
Selene this memorandum, a method short of stock participation 
by this vernment was considered which would indicate not only 
to the successors of Ibn Saud but to other countries as well that 
this Government in interested in the protection of the American 
interestea in Saudi Arabian o1l1. This alternative course contemplates 
that this Government take an option, which it might or might not 
exercise at some future time, on a given quantity of CASOC's reservee 
in Saudi Arabia. Because of the amount of o11 in the Saudi Arab 
fields, the reserves subject to such an option most probably would 
never be produced in any event by the company while it holds the 
concession, 


For the purpose of clearly indicating thie Government's 
direct interest in the maintenance of this concession by Americans, 
further consideration might be given to the above-mentioned course, 
It avoids the difficulties and dangers believed to be inherent in 
the project of perticipation by the Government in a private company. 
Among Other things, although Ibn Saud welcomed participation by 
this Government in CASOC, it is thought that this procedure might 
jeopardize the opportunity of American companies to obtain con- 
cessions in other countries which might fear the possibility that 
the Government would later seek participation in the concession, 
While the Government presumably would not wish to directly concern 
itself with the operations of the company in which it participated 
and thus would restrict its activities to policy matters, even there 


it might 


might find iteelf having to deal with subjeots, such as certain 
company relationships with foreign governments, from which it 
would prefer to remain aloof, Aleo, participation by this’ Govern- 
ment in companies operating abroad may be interpreted by foreign 
countries as a sign that this Government, while preaching other- 
wise, is actually embarking upon an imperialistic course, It 
seems hardly consistent for us to seek a settlement with the 
British on Middle Eastern oil while at the same time we initiate 
a course which in the case of the British (1,e, British direct 
participation in Anglo-Iranian) has gone hand in hand with the 
continuance of the very restrictions which we must now endeavor 
to have removed, 


It is believed that the Government as a practical matter 
Can best serve this nation's broad interests by giving the proper 
encouragement to American o1l interests in the Middle East. 
This can take conorete form in action by the Government foster 
ing, where possible and appropriate, the construction and ex- 
pansion of facilities by those interests. This course (1) will 
ultimately directly contribute to the attainment of the funda- 
mental objective of the over-all development of Middle Eastern 
oil and (2) if evidenced now by the Government, will help us 
now to lay the basis for that development by improving our 
negotiating position vis-a-vis the British in the Middle East and 
thus strengthen our hand in reaching a satisfactory agreement 
with the British on 011 in that area,, The recent letter from 
the Secretary to Secretary Ickes stating the policy which this 
Department believes should be followed in regard to the expansion 
of oil facilities in the Middle East, is in line with the fore- 
going. This letter (dated November 13, 1943) states that "We 
believe that consideration should be given to any further in- 
crease of British oil facilities in the Middle Eastern area only 
if such increase is clearly necessary from the military viewpoint 
and the need could not be met by providing for increased supplies 
of American Middle Eastern 011", 


It is understood that CASOC has submitted for consideration 
an alternative proposal envisaging the construction of a smaller 
refinery than that mentioned at the beginning of this memorandum 
(roughly one-half the size). It is further understood that the 
planned output of this smaller refinery, which CASOC would finance 
entirely, would be in line with the oil products program set up 
to meet military requirements, If proper consideration should 
lead to the conclusion that this smaller refinery should be built 
in Saudi Arabia, it would undoubtedly lead to improving the 
company's position in that country. Here again, the anewér ie 
believed to lie in the full development of the oil resources. 


What 


~~ 


What Ibn Saud, as well as the government of any other country 
owning 011 resources, wishes is the development of those re- 


sources, 


Hence the sustained encouragement of that development 


by this Government alone would go far to give adequate protec-— 
tion and stability to the Saudi Arab concession. 


To summarize, it is recommended: 


1. 


Re 
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That this Department exert every effort to the end 
that a satisfactory agreement be reached with the 
British on oil in the Middle East wnich will result 
in the fullest possible development of Middle Fastern 
oil compatible with sound conservation practices, 


That the Petroleum Reserves Corporation be informed 
that the Secretary of State, on consideration, does 
not approve the direct participation of the Govern- 
ment, by purchase, in CASOC or other companies hold- 
ing oil reserves abroad; but, if it is thought desir- 
able, the Department will examine further alternative 
courses, such as the question of contracts or this 
Government taking options on a part of such reserves, 
and 


That the Department take the position that the question 
of whether refining facilities should be constructed in 
Saudi Arabia, in Kuwait by the Gulf Company (the Corpora- 
tion also has been negotiating with the Gulf Company 
regarding a refinery in Kuwait), or elsewhere, should 

be considered by the interdepartmental committees 

( on which the State, Army, Navy, the Petroleum Adminis- 
tration for War and FEA are represented as well as the 
British) which ordinarily program foreign construction, 
whether British or American, where American materials 
are involved, and that decision should be reached on 

the basis of that over-all study. 


[@ 
Jam@s C, Sappington 
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(40 Message delivered today, Department's 179, Janucry 


193, January 29, 2 Dem. 


25, 10 pem.e Ohliger leaving by special Army plane 


tomorrow January SO, 5:50 aem. GMT. Paranhrase of 


G6/2£9£9°* A068 


telesram repeated to Jidda. 


Re construction refinery. 
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AMERICAN LEGATION, ~-————> 
\ re oO. 
\. / 
FOR THE MINISTER 


We expect to send you within a few hours an important 


message which CA8OC wishes Ohliger or Lebkicher to deliver 


» to King Ibn Saud promptly. We are arranging with War 


% Department to instruct Royce to make plane available, 


i Please check with Royce. If either Ohliger or Lebkicher 
4 


1s in Cairo, give him the forthcoming message when received 


to take by plane. Otherwise, send the message tc Dhahran 


by plane which should then fly company representative to 


Riyadh. 


Repeat to Moose so that he can immediatdy arrange 


for plane landing. Advise Moose that we will keep him 


informed, 
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Ohliger and Lebicker again unable to depart 


' today because of bad weather. My 204, January 30, 


12 a.m. to Department. Sent to Jidda repeated 


Department. 
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--Washington, JAN 28 1944 


ae 7 
U.8. URGENT ae coe ee heey 
AMERICAN LEGATION, = (ow | 
CAIRO. * ew 


iv, OR THE MINISTER 


The following important message for Ohliger or 
Lebkicher = ian to in our urgent telegram 
no, 173 of Jahuary 28: MESSAGE BEGINS. We are pleased 
to instruct you to announce to the King that our company 


has decided to immediately proceed with the construction 


164) 
te) 
O 
Tn 
od) 
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bea 
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> 


of a refinery which will have an initial capacity of 
50,000 barrels per day. The refinery is to be located 
north of Ras Tanura and is to be entirely built with 
company funds as a company project. 

You should also inform the King the name of the 
Company has now been changed from California Arabian 
Standard 011 Company to Arabian American Oil Company. 
You should emphasize that this is a name change only and 
involves no change in corporate setup, ownership, 


Management or operations, 


You should also advise the King that the Government. 
subject to the King's consent, ~ 
of the United States 1s considering/the construction of © 


a large crude oil pipeline through cohcession area to y 
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= RESTRICTED 
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siclahantuaanies BPepartment of State 
“o Se W ashington, 
pipeline 


Mediterranean. This/is to be owned by the United States 
Government, and Moose would of course take this matter 
up with the King. 

Our company would participate in the operati®r of 
the pipeline. This pipeline would be of ample size to 
transport a large quantity of Arabian o11 as well as 
being available for handling ,auctx other ry ey Kuwait. 

You should also advise the King that in order for the 
pipeline company to enjoy all benefits and rights pertinent 
to the pipeline which our company now has exclusively 
under concession, our company is agreeable tc the transfer 
of these privileges and rights to the pipeline company. 

The Commanding General at Cairo is being advised by 
the Army here to make available a plane for the use of 
Ohliger or Lebkicher or both for a trip from Cairo or 
Dhahran to Riyadh. 

Since releage of official publicity can only be with- 
held a day or two here, it is of utmost importance that 
you inform the King immediately. 

The receipt of this message should be acknowledged 
and advise us of your plans, Davies END MESSAGE 

Advise Moose immediately of the foregoing and inform 


him that we will instruct him more specifically regarding 


PREPARING OFFICE TO BE TRANSMITTED 
WILL INDICATE WHETHER 
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ay ee Bepartment of State 
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the pipeline and that, meanwhile, if he believes it ad- 
visable, he should also inform Saudi Arab Government 
of the foregoing, 
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I have. the. honor to refer to my telegram number ‘ 
OC) 
724, July 26, 9:00 a.m., and to report that the N 
‘@)) 
California Arabian Standard 011 Company has recently a 
ig 
ad | 936? decided to extend its exploration for oil deposits W 
Cc 
¢ within its concession area, and for that purpose has 


prepared a geological expedition to make the necessary 
survey in the area north of Jauf, north of the Great 
Nefud. | 


1 


A? The Jauf in question is an important place in 


}3 fF 


\northern Nejd, and should not be confused with 


G33 


‘another Jauf, not far from the Kuwait frontier, where 
!the ofl company is now drilling a well. 
Respectfully yours, 
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Lebkicker and Ohliger left this morning. My 


216, February 1, 11 aom. 
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Legation's 216. 
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WEre communicated to Shaikh Yusuf Yassin, 
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January 28, 10 p.m., to Cairo, make it desirable to 


put into effect without delay Treasury or other plan 


into iyals. 
LSI Ss 


for converting dollars 
_Legation' sAo, January 16, noon. 


Washington. N 
, 


36, February 2, 1 >hp, 


e, Wy 
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op weYiticn ss 


Developments mentioned in Department's 179, 


Information regarding status and prospects of 


Treasury plan requested. 
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AMERICAN LEGATION, 
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b? Please inform me of whereabouts of W. A. Wrather 

po and Duce; also, when Wrether may be expected in o) 
gi! Washington. 
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Washington. ee 
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4262 Department's 18, first 
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Wrather and Duce last heard of in Cairo about 


(January? ) . 
February 5. Legation there being asked to supply further 
details. 
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255, February 4, 8 peme 


lola. 
Department! 18 to Jidda. 


Cairo 


Dated February 4, 1944 


Wrather and Duce left Cairo by air February l. 


Should arrive United States within week’s time from 


date of departure. 


Sent to Department as Legation’s 255, repeated to 
Ji dda. 
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Ohliger and Lebkicher esha. Cafro last evening. 
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Reference Department's Fie. Jan 10 p.m., and 


hepntchwnt afad, February 1, ll a.m. Ohliger proceeding 
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Secretary of State, del df ye 


Washington, 
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53, February 24, noon, TAN, 
30 Please advise any cevelopments regarding pipe line 


construction which have occurred since iain 


Janusry 28, 10 peme, to Cairo, Gla 


Sent Department, repeated Cairo for Landis, 
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127m Dist. CaLirornia HOME ADORESS: 


R. F. D. No.1 
COMMITTEE SAN DIMAS, CALIFORNIA 
ON AGRICULTURE 


JERRY VOORHIS } Pi 


OFFICE ADDRESS: 


Congress of the Anited States cheater ts: 


Mouse of Representatives 


“at ail Bashington, B. €. OFFICE OF THE PETROLEL'.) ADVISER 
‘- YWWUTwe, Anrantid Law / i, 


nn) ae ae 
March l, . or State 


Mr. Charles Rayner 

Petroleum Advisor to the State Dept. 
Room 360, State Department 
Washington, D,. C. 


Deer Mr. Rayner: 


8 is to confirm my request of you made on esday, February 
This is t Ti t of d Tuesd Feb 
% 29th, that I have an opportunity to talk with Colonel Levell, State Dept. 
lo Representative on the Saudi-Arabian oil mission as soon as it can be ar- 
vw? ranged. You told me that Colonel Levell was out of tovm, but that he 
‘ would be back very soon and that you were sure that it could be arranged 
q for me to see him. What I would like best is if the three of us could 
% 


all meet together, and believe you will agree with me this might be better 
all the way around. 


LOI/£S¢9° SOC 


I was wondering if it would be possible for such a meeting to be 
arrenged on Monday or Tuesday of next week? 


Very sincerely yours, 


U owhus 


JERRY VOORHIS 
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--IT“have the honor to report that during the 1asty, 
few weeks considerable space has been devoted by thd) 
Iraqi press to growing American interest in oil in the 
Neer East, particularly to a reported American projeot ’ oO 
for constructing an oil pipeline from the Persian Gulf "1 
across several states, including Iraq, to a Mediterranean m 

port. oy 


Translations of a number of these articles taken D 
from various Arabic-language newspapers are attached CN 
hereto as of possible interest to the Department. 


m 
These articles, while cautiously welcoming increased QO 
American interest in Arab oil, in general express the va 
hope that the Arab states will be oonsulted before any 
arrangements by the great Powers for the distribution 

of Near Eastern oil are effected and that the interests 

of the states in which the oil fields are located will 


be properly safeguarded. 


Several articles intimate that the oil wealth of 
the Arab states might play an important role in pro- 


' moting and stabilizing Arab unity. 


In examining the attached translations, it should 
be borne in mind that the Iraqi press is under a censor- 
ship supervised by the British and that it is the gen- 
eral policy of this censorship not to permit the pub- 
lication of material likely to be injurious to British 
interests or offensive to the United States or any other 
British ally. 


The Legation has obtained the impression from a 
number of sources that certain groups in Iraqi govern- 
mental circles are far from pleased at the success which 
American interests are achieving in their plans to open 
up the Saudi Arabian oil fields. Ibn Saud is regarded 
as hostile to Iraq, or at least to the Royal family and 
governing circles of that country, and it is feared that 
the wealth accruing to him from the American concessions 
will not only serve to strengthen his influence in the 
Arab world but also to perpetuate his regime after his 
death. There also seems to be considerable concern 


. 


in Eg LISTON | , Sadia 


fom) 
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lest the production by energetic American enterprise 

of huge quantities of oil in Saudi Arabia will re- 

sult in a decrease in the demand fer Iraqi eil and 

ig ad the further development of o1l concessions 
2B 











Respectfully yours, 
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General, Jerusalem. 


Enclosure No. 1 to Despatch 
TRANSLATION No. 190 of February 29, 1944, 
| from the American Legation, 
Baghdad. 


Source: Al-Shihab - February 
‘ » Baghdad. 


The New Oil Project and Its Direction for Insuring Mutual 
erests ; 


The question of the great project of the United States 
of America for the construction of a new oil pipeline about 
2000 miles long in order to connect the Persian Gulf with 
the Mediterranean has created great interest not only in 
the Middle East but throughout the world also. 


This project has unlimited world importance. It direct- 
ly affects the Middle Eastern states but it, at the same 
time, affects the interests of the great Powers also - Powers 
which now enjoy friendly relations or alliances with the Mid- 
dle Eastern states and which, because of their industrial 
and economic progress, are exploiting many vital projects 
in that East. 


We do not argue against the necessity of the handling 
by the great friendly Powers of certain mighty economic pro- 
jects in these areas so long as the local authorities are 
themselves unable to undertake them. But we wish that the 
exploitation of these projects by the friendly powers bring 
maximum benefit to the Middle Eastern countries and be accom- 
panied by other essential guarantees for the future so that 
the local authorities might themselves be able to operate 
such projects when they have attained a sufficient degree 
of economic progress. 


In as' much as the question has now arisen of a pipeline 
project in these vital territories - a project which con- 
cerns us and also concerns all the Arab states, it is impor- 
tant for us to ask: Are the appropriate authorities here 
playing the part required of them in order to assure their 
full rights from such a project and what benefits should 
they derive from the granting of such a concession? Are 
they receiving special guarantees therefor? 


The public opinion is confident of the goodwill of 
our Ally, Great Britain, toward the Middle Eastern states 
and of her assurances concerning their rights and ambition. 
It, at the same time, is confident of the intention of the 
United States of America and hopes that this mighty project 
will be carried out as a prelude to an era of sincere co- 
operation and to a realization of hopes built on a new 
democratic world order - an order whdaeh will render possible, 
before everything else, economic progress on the basis of 
the assistance which the great Powers will extend to the 
smaller nations so that the latter may attwmin the requisite 
level of progress necessary for them to administer their 
own affairs and to be self-contained. 


The British, American, Egyptian, Syrian, and other 
United Nations press, during the past few weeks, have been 
discussing this subject and commenting on its benefits and 
the developments which it will create in the relations of 
the countries concerned. 


We understand that no final decision has yet been 
made on the project and that there is a long stage of 
discussions and consultations between Britain and America 
on the one hand, and on the other between these two powers 
and the Middle Eastern countries. 





It is our present hope that the completion of the 
great economic project will be a new means for serving 
the interests of all the countries concerned and that 
it be on the basis of re-assuring the deeires and gua- 
ranteeing the reciprocal services ameng an important 
part of the United Nations’ world. 
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Enclosure No. 2 to Despatch 
No. 190 of February 29, 1944, 
from the American Legation, 


Baghdad. 
Source: Al-Hawadith - February 
( TRANSLATION 23, 1944, baghdad. 


The Black Géld in Arab Countries 


This black gold, for which the German army is offer- 
ing the present wer as a sacrifice, was, is, and will ever 
remain in the history of the world and mankind, a sensitive 
lever in the balance of power. 


The Nazi militarists realized after the first year of 
their campaign on the Fastern front - Russia - that they 
were about to fall into a most dangerous situation if they 
did not gain the Caucasian oil wells and then those of Iraq 
and Iran. They therefore deliberately proceeded from Europe 
to the Caucasus and to Stalingrad and from Egypt to Al- 
Alamein. But the blows which they received in Stalingrad, 
Rostov and Al-Alamein cleansed Russia and Africa of the 
Nazi imperialistic armies. 


I have given this example in order briefly to prove 
to the reader the importance of petroleum in both the 
military and economic spheres on the occasion of the pre- 
sent discussions concerning the American project for the 
construction of a pipeline to transport the black gold 
from the Persian Gulf to a Mediterranean port and the 
agitation which the world's press has been raising on the 
subject while the inhabitants of the Arab countries and 
their press are still deeply silent on the subject, as 
if they have absolutely nothing to do with it. 


No doubt, the benefit from this black gold should 
go to the Arab countries first in their capacity as the 
source; secondly in their capacity as having the primary 
right therein; and thirdly in their capacity as the 
guardian thereof. 


It is known that after this war is over the Arab 
East will be a link between the Hast and the West and 
a center of a network of land and air lines of communica- 
tion. But...indeed but, what have we prepared for the 
future? What plans have we laid down to ensure full bene- 
fit from our economic and geographic positions? and whet 
will be the share of the Arab nations from their wealth 
and resources? 


We shall, undoubtedly, emerg from this war as a 
united nation fully aware of our right for freedom and 
independence. The great democratic nations will certain- 
ly share, to an appreciable extent, in the realization 
of these aspirations. But, at the same time, we wish 
the West to understand us, as we ourselves understand, 
that while it is forming a corporation in this economic 
sphere, such a corporation should be based on justice 
and equality as provided in the Atlantic Charter and 
the United Nations Declaration. If this is forthcoming, 
then all differences would disappear from among the members 
of the corporation and cooperation would become easier. If 


we revert to the past and if the old methods of beating 
about the bush are re-introduced, the differences would 
remain unchanged, a situation which we the Arabs do not 
like at all. 


On the other hand, I find myself compelled to revert 
to our situation whether in Iraq or in the other Arab 
states, where we have been divided by disputes and dif- 
ferences with the result that every individual works for 
his own interests and none works for the welfare of his 
country and people. We must put an end to this situation; 
unite our ranks; lay down hygienic, agricultural, economic, 
and cultural plans, and expend funds unconditionally 
thereon....... 


Petroleum, agricultural land, and lines of communica- 


tion are all gold. Let us then benefit from the opportunity 
which, if missed, would mean the loss of our life. 
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Enclosure No. 3 to Despatch 
No.290 of February 29, 1944, 
from the American Legation, 
Baghdad. 


Source: Al-Iraq - February 
24, 1944, Baghded. 
( TRANSLATION 


Along the Oil Route 


We have since the beginning of February been hear- 
ing from broadcasting stations and reading in the press 
various telegrams and comments on the gigantic American 
project for transporting oil from Saudi Arabia, Kuweit, 
and Bahrein, to Alexandria, Egypt. 


Among the reports and comments which may give the 
reader some desirable information on the project are: 


(1) The statement of Reuter's Special Correspondent 
in Cairo in a despatch dated February 4 to the effect 
that "Unofficial reports received from the Hejaz indi- 
cate that His Majesty King Abdul Aziz ibn Saud is about 
to agree to the proposal of the United States Government 
for the construction of pipelines extending to a distance 
of 1,250 miles from the Persian Gulf to Mediterranean 
ports." 


(2) The statement of the New York Times of February 
4 that "The American Government has decided to participate 
in the building of large factories in Bahrein; that it is 
now negotiating for the purchase of 40% of the shares in 
the concessions of American companies operating in Saudi 
Arabia, Kuweit, and Bahrein; that the project includes 
the setting up of plants in Alexandria able to refine 
250,000 oil barrels a day, and the expansion of the Haifa 
refineries to produce 350,000 barrels a day; that the 
pipeline, which will be extended to Alexandria will begin 
from Qatar in Nejd, near the Persian Gulf, will be con- 
nected by other lines from Kuweit. A pipeline will be ex- 
tended to Haifa which may be connected by another line 
from Kirkuk. It is now officially confirmed in Washington 
that the United States Government will actually partici- 
pate in this great project whose expenditures will amount 
to hundreds of millions of dollars and that it is expected 
that the construction of the pipeline and the building of 
the refinery plants will take eighteen months or two years". 


(3) The statement of General Brihort(?), a leading 
American after the above date "that the oil reserves in 
Saudi Arabia amount to 16 billion barrels whereas the en- 
tire United States reserves are estimated at 20 billion 
barrels". 


(4) The statement of Mr. Eden in the House of Commons 
on February 14 that "it is clear that before proceeding 
with the project all the governments concerned, which are 
many, must be consulted". 


(5) The statement of the British publication The Ob- 
server, after the above date that "the construction of a 
pipeline from the Persian Gulf to the Mediterranean will 
be carried out by American engineers at the expense of 
the American Government and that that government had ob- 
tained the approval of some but not all of the Arab states 
on the project". 


(6) The statement of Mr. Ickes, American Secretary 
of Interior that "the oil empire is now moving to the 
Middle East, to the Persian Gulf and to neighboring coun- 
tries, including Kuweit, Saudi Arabia, Iraq, Iran, and 
perhaps Afghanistan also". 


(7) The statement of Al-Balagh newspaper of Egypt 
of February 21, to the effect that "the United States has 


not notified the Egyptian Government concerning the pro- 
ject for the construction of pipelines from the Persian 
Gulf to the Mediterranean and that it is essential that 
no measures be taken before consulting that Government". 


Of special interest to us in all these statements is 
the feeling that the oil under discussion is "Arabic" be- 
longing to Nejd, Kuweit, and Bahrein. This oil is to be 
linked with a non-Arabic world after passing through coun- 
tries related to the country of its origin by neighborly 
and kindred ties, disguised in American dress - the pipe- 
line - until it reaches the terminus - Alexandria - on 
the southern seabord of the Mediterranean in whose basin 
the Arabs own as much(territory) as many other nations 
combined. They (the Arabs) own the area between Alex- 
andretta and Tangier and the other nations own the area 
between Alexandretta and Gibraltar. From there the oil 
will be shipped in transports heading to destination to 
be chosen by their captains where the oil will be dis- 
charged to serve civilization. 


We say "the Arabs own" because we do not recognize 
the status now existing in North Africa. We consider it 
as a temporary expedient which must inevitably be fol- 
lowed by a stable status to be determined by the people 
of that dear region of the Greater Arab Nation in accord- 
ance with Articles 2 and 3 of the Atlantic Charter. We 
say “to serve civilization" because the time specified for 
the utilization of this oil will not be over before the 
end of this war, which military and other experts versed 
in such and other forces and elements of warfare, believe 
is about to exhaust the Axis resources of their oil and 
similar products and that when this conflict is over, 
work will naturally be resumed in rebuilding the civilize- 
tion which has been ruined and destroyed by the European 
land "beasts" and the Pacific "sharks". 


Nature, which has willed that this "oil" should be 
linked with the non-Arabic world via "Ira2, Transjordan, 
Palestine, and Egypt" - countries brought together by 
their oneness of ancestry and language, strengthened by 
ties of kinship and neighborhood - wanted the peoples of 
these regions to realize the extent of their future part- 
icipation in the service of civilization and the magni- 
tude of the cost of that participation. Therefore, the 
inhabitants of each of the Arab countries must be aware 
of the sacrifices which will be needed for the welfare of 
humanity and of their duty of having, in return for that 
great service, suitable gratitude and compensation. 


In saying “this great service” we hope no one will 
dispute the fact that permission for the passage of abun- 
dant oil originating in Arab countries - whose minerals 


are the universal possession of all the Arabs - and the 
protection of the route to its terminus, are 4 great ser- 
vice which must at least be reciprocated. 


The Arabs see no escape in declaring, on the occa- 
sion of the decision of their friend America to undertake 
this mighty project and her request that they collaborate 
and facilitate, with their approval, the construction of 
pipelines from the abovementioned countries and protect 
that line, that they expect, and "a friend expects from 
his friend what he does not expect from another" that she 
first take their interests into consideration and that 
she would not forget that she protested in Mr. Colby's 
note to Lord Curzon, the British Foreign Secretary, dated 
November 20, 1920, concerning the San Remo Oil Agreement. 
She claimed that Britain violated, by that Agreement, her 
promises for the preservation of the resources of Iraq so 
that her inhabitants and the proposed national government 
might benefit therefrom. Because of the sympathy she showed 
in her note toward Iraq, America obtained a share in that 
country's oil. This makes it incumbent upon her, now that 
the past is gone and we look toward the future in terms 
of the Atlantic Charter, that she be considerate towards 
Iraq's interests and towards the interests of the other 
Arab countries through which the pipeline will pass, by 
assisting them in realizing their demands and aspirations 
in concert with Great Britain her and our Ally, and that 
she and Britain prevent anything which might cause the 
Arab to feel that he is defrauded. 


Having frankly spoken to our friend, we wish to ad- 
dress the leaders of this country, which is the first Arab 
state to lie in the route of the proposed pipeline - those 
men who are known for their sincerity and true nationalism, 
we mean Nuri As-Said and his colleagues in aim and principle 
since the beginning of the struggle for Arab freedom and 
independence up to the present time. We hope that they re- 
alize that the Iraqi Government which "is one of the many 
governments concerned" as stated by Mr. Eden "whose opinion 
must be taken before proceeding with the project" is res- 
ponsible for ensuring the interests of Iraq and of those 
of the other Arab countries before agreding on the passage 
of the pipeline through Iraqi territory as long as that is 
a project relating to post-war activities. 
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DATE: Feb, 29, 1944 


SUBJECT: SAUDI ARABIAN PIPE LINE PROJECT OF THE PETROLEUM 
RESERVES CORPORATION. 


PARTICIPANTS: Congressman Jerry Voorhis of California : 
Mr, Charles Rayner, Petroleum Adviser MA Q | 
Phin 36 Ama 
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COPIES TO: Mr. Stettinius 4 
Mr, Long ga 
Mr. Murray M, 


b Congressman Jerry Voorhia of Californix celled on me 

this afternoon, The purpose of his call was to discuss the 
Saudi Arabian pipe line project of the Petroleum Reserves 
Corporation, He expresses very definitely his opposition 
to the pipe line. He could not agree that it had any mili- 
tary significance and felt that 1t committed this Govern- 
ment to a‘foreign policy which had not received due considera- 
tion by the State Department. He was very much concerned 
over the international complications that were certain to 


arise over government ownership of a pipeline in 9 foreign 
country. 


I told him that this pipe line project was presented to 
the Directors of the Petroleum Reserves Corporation by the 
Arny-Navy Petroleum Board and the Joint Chiefs of Staff and 
was recommended by them as necessery to the military security 
of this country and, further, that it had received the approval 
of the President. In consideration of its endorsement by the ™ 
Joint Chiefs of Staff as requisite to our military security 
and since it had the President's approval, the State Depar*tme 
had concurred in approving, with certain modifications, the 
outline of principles to be embodied in the contract covering 
the pipe line project. 


Mr. Voorhis 
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Mr. Voorhis continued to teke the position that he could 
see no military significance in the project nor how it could 
possibly be justified on the basis of military security. I 
pointed out that that was a matter which could best be dis: 
cussed with the military authorities, 


He said that he wes not alone in his opposition to govern- 
ment ownership of this pipe line; there were a great many 
people who felt that this was the first step toward the Govern- 
ment's entry into the oil business in direct competition with 
industry. I told him I knew of no other project that was 
being considered by the P.R.C.; that Secretary Ickes had 
stated publicly that it was not the purpose of the P.R.C. to 
compete with industry but, on the contrary, to be of assistance 
to the oil industry. 


Mr. Voorhis wanted to know if there was any connection be- 
tween the technical mission that the P.R.C. sent to the Middle 
East and the decision to build a pipe line across Arabia. 

I told him that as far as I knew there was no connection 
whatever. He asked about Colonel Leavell's relationship to 
the mission and if he could either talk to Colonel Lesvell or 
look over any report he had submitted to the Department. I 
made no commitment in this connection and told him I under- 
stood Colonel Leavell was out of town. 


Charles Rayner 
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Mr. Secretary: 





Subject: Secreta Ickes' speech 





When you see 8 speecr. which Secretary 
Ickes. was to deliver tonignit on the Saudi 
Arabian pipeline, you will be -uite offended 
at certain statements. I want you to know 
that hr. MeDermott and ir. Charles ieyner 
went to Jimmy Byrnes with an OWI re;resent- 
»? ative and called to Jimmy's attention those 
aC portions which we thought would be harmful 
caf tc the Department. I am enxiously awaiting 


the result tonight. 
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STAI CONFIDENTIAL 





To the 


Officer in Charge of the American Mission, 
‘Jidda. 


The Secretary of State encloses for the strictly 
confidential information of the Officer in Charge of 
the American i ssion a Memorandum of Conversation on 
March 20 / 1044 with the British Ambassador in Washington 
regarding the British attitude toward the American 
development of o11 interests in Saudi Arabia. 


Enclesure: 
Memorandum of Conversation 


with the British Ambassador 
in Washington, March 20, 1944. 
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Memorandum of Conversation. 
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Pig DATE: March 20, 1944 
@ 
SUBJECT: BRITISH ATTITUDE TOWARD . OF OIL IN 


PARTICIPANTS: SECRETARY OF STATE HULL AND THE BRITIS 


LORD HALIFAX. 


COPIES TO: 








H AMBASSADOR, 


“ARTMENT OF STATE. | 
ree poy Oe Fs yy) yx 


ST 
WII mur 
MAR 251944 
‘\1SION OF 
Ae OASTERN AFFAIRS 


The British Ambassador came in at his request. He 


said that someone had reported that General Patrick J. 


Hurley had made some remark to the effect that the British 


were opposed to American development of o11 interests in 


Saudi Arabia. He said that this was entirely erroneous 


and that there was no feeling of hostility with respect 


to the matter. 
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The British Ambassador came in at his request. He 
said that someone had reported that General Patrick J, 
Hurley had made some remark to the effect that the British 
were opposed to American development of o11 interests in 
Saudi Arabia. He said that this was entirely erroneous 
and that there was no feeling of hostility with respect 
to the matter, 
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4% Dear Mr. Merriam: 


a 


Agscian Avenicaa ite Compncy- : id 
“a 


SAN FRANCISCO, CALIFORNIA AuonusE REY Fo 
s SHOREHAM BUILDING 
WASHINGTON, 8B, D.c. 
March 9, 1944 


a. sorash P. Pp. gee cia Chief 
68 ion.of Near Eastern Affairs. 
‘ as tment of State ts 
Washington, D. C. : 









Pr oe 


We find it necesssry from tine to time to 
obtain from various domestic end foreign agencies export 
licenses, shipping permits and various other permissions 
in connection with the transportation of personnel end 
the purchasing end shi; ping of supp ies and equipment 
to our Operations in Seudi Arebia. These instances 
will, of course, greetly increese as our refinery project 
gets more end wore underway. Tne action taken by these 
various agencies with respect to requests maue to then, 
depends largely upon the nature of our operations and in 
many cases fzvorable action is taken only when it is 
established thet our operations have an imoorte:rt vlece 
in the war effort and are of militery value. a? 


9° dUG 


a 
— 
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For example, we recently had a situation in 
India where the transportation of certain personnel was 
subject to delay and uncertainty because the British Ministry 
of War Transport’ hud not been officially notified thzt our 
Company's operetions should be treated as other then a 
business-as-usual co.ipany, contributing nothing of m‘litsry 
value. Officisls of MOWT in India steted thet regqucsts 
for materials and shipping would be given a princrit. not 
now accorded us wren the various agencies concerned re- 
ceive some official notification frou New Delni o1 the 
essentielity of our operetions to the prosecution of the 
war. 
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We snould very mucn appreciate it if the 
Depertment could give some ofiticial ana enpropriete 
notification to the Governments of the several countries 
where problems of this kind will erise, so tnat these 


Governments can, in turn, notify tneir several agencies — 

which may be concerned. oo 
CO 
Te) 


Mr. Gordon P. Merriam, Chief - #2. March 9, 1944. 


The countries and principal agencies with which 
we will probably have contact in connection with the pro- 
curement and transportation of materisls and personnel 
ares India, Union of South Africa, Kenya Colony, 
Australia, New Zealand, Iraq, Palestine, Egypt end Iran 
and MESC, MOWT and the British and American GHy's at 
Cairo, New Delhi and Teheran. 


Would you kindly advise us if you can carry 
out this request and, if so, please let us know when these 
notifications have been given so that we mey advise our 
people in the field in order that they may be guided 
accordingly. 


Respectfully yours, 
ARABIAN AMEHICAN OIL COMPANY 
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ARABIAN franelsco, Selifornie 
March 9, 1944 


PURCHASING IN INDIA 


MR. GAHRY OWEN 
Washington 


Our teletype No. 205 of Mareh 4 called your attention to Mr. 
Ohliger's eable No. 743 of March 2 in which he commented on the various 
governments and agencies, with whom our Company might have dealings, be- 
ing officially notified by our Government that our work is essential. 


We are now ordering materials for the two projects which have 
been authorised by our Government. There are certain construction mter- 
fals which we would like to obtain frem Indian sources and, if pessible, 
we would like to obtain some of our food supplies from such countries as 
South Africa, Persia, Iraq, Palestine, Egypt, Kenya, and possibly from 
Australia and New Zealand, if sufficient stocks and transportation facili- 
ties are available. 


In the past, we have not had the official support of our Govern- 
ment, and what assistance has been granted from sources in the countries 
mentioned has been largely the result of individuals telling our story for 
UB e 


Mr. Ce Ee Francis, our Purchasing Representative in Bombay, has 
informed us that it will be necessary, for the purpose of obtaining and 
exporting materials from India, to contact the departments and individuals 
enumerated below: 


DEPARTMENT OF SUPPLY, New Delhi 
Attention: R. W. Targett 


DEFENSE DEPARTMENT, New Delhi 
Attention: J. Re Taylor 


PETROLEUM DIRECTORATE, New Delhi 
Attention: J. F. Sinclair 


DEPARTMENT OF COMMERCE, New Delhi 
Attention: We. R. Pillai 


DIRECTOR GENERAL INDIAN MEDICAL SERVICE, New Delhi 
Attention: J. D. Tyson 


DIRECTOR GENERAL MUNITIONS PRODUCTION, Calcutta 
(Individual not known) 


MINISTRY OF WAR TRANSPORT, Bombay 
Attention: G. Ce Watson 


After these departments and fein gin B yeni received notification of the 


pos evapo al Fairline Brent governmental channels, we shall 
obtain slashien <tetedin-ar ot tse 4 io maior? anxious to have the 
Tin situation at the earliest possible date as we want to 


order cement and ahevaunad asbestos sheeting from Indie immediately. © 


we pointed out in our letter of March 4 to Mr. Barthelmes, scopy 
to you, that , ee ee ee 
635 F Street N.W., Washington, D. C. as te whether, or not, they could as- 


sist us in precuring materials from India. Their reply was, that they could 
note 


‘However, with proper notice ef our esvential astivity )< ‘ug persed 
between goverments, the results in securing needed materials ma: be gres ily 
improved. 


We shall, therefore, appreciate your doing what you ean to ex- 
pedite such official notice being given. 


J. MaePHERSON 
ORIGINAL SIGNED 
J. MacPHERSON 


Bees Mr. Je Co Stirten (8F) (iY) 
Mre Co We Barthelmes 
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CONFIDENTIAL 


No, <2 = & 


To the 


Officer in Charge of the American Mission, 
Canberra. 


The Secreta of State encloses a copy of a conm- 
munication dated Merch 9, 1944 addressed by the Arabian 
American O11 Company of San Francisco, California to an 
officer of the Department requesting that the appropriate 
officials of certain governments mentioned therein be 
apprised of the wartime character of the Company's 
operations in order that action may be expedited with 
respect to requests for priorities for materials and 
shipping. 


t - The Arabian American 011 Company is about to con- 
struct a refinery and to increase its petroleum production 
in Saudi Arabia. These operations have been certified 
by the Joint Ohiefe of Staff and other appropriate author- 
ities of this Government as essential to the prosecution 
of the war. 


The Officer in Charge of the American Mission is 
requested to notify the appropriate authorities of the 
Government to which he is accredited regarding the essen- 
tiality of the Company's operations. 


It 48 requested that the Department be informed when 
these notifications are given to the local authorities, 


Enclosure: | 
Copy of a communication 


|) from the Arabian American Vi 
Oil Company, March 9, 1944, 
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CONFID 
No. Ce eel 
To the 
Officer in Charge of the American Mission, 


Cairo. 


The Secretary of State encloses a copy of a conm- 
munication dated reoh 9, 1944 addressed by the Arabian 
American O11 Company of San Francisco, California to an 
officer of the Department requesting that the appropriate 
officials of sertaitn governments mentioned therein be 
apprised of the wartime character of the Company's 
operations in order that action may be expedited with 
respect to requests for priorities for materials and 
shipping. 


The Arabian American O11 Company is about to con- 
struct a refinery and to increase its petroleum production 
in Saudi Arabia. These operations have been certified 
by the Joint Chiefs of Staff and other appropriste author- 
ities of this Government as essential to the prosecution 
of the war. 


The Officer in Charge of the American Mission ise 
requested to notify the appropriate authorities of the 
Government to which he is accredited regarding the essen- 
tiality of the Company's operations. It may be noted 
that the Company has requested also that the Middle East 
Supply Center, the Ministry of War Transport and the 
American and British Military Headquarters be so advised. 


It is requested that the Department be informed when 
these notifications are given to the local authorities. 


Enclosure: 
i Copy of a communication 


from the Arabian American 
O11 Company, March 9, 1944, 
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CONFIDENTIAL 
No. as 


To the 


Officer in Charge of the American Mission, 
Wellington. 


The Secretary of State encloses a copy of a com- 
munication dated March 9, 1944 addressed by the Arabian 
American O11 Company of 3an Francisco, California to an 
officer of the Department requesting that the approvriate 
officials of certain governments mentioned therein be 
apprised of the wartime character of the Company's 
operations in order that action may be expedited with 
respect to requests for priorities for materials and 
shipping. 
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The Arabian American O11 Company is about to con- 
struct a refinery and to increase its petroleum production 
in Saudi Arabia. These operations have been certified 
by the Joint Chiefs of Staff and other appropriate author- 


ities of this Government as essential to the prosecution 
of the war. 


The Officer in Charge of the American Mission is 
requested to notify the appropriate authorities of the 
Government to which he is accredited regarding the essen- 
tiality of the Company's operations. 


4 Q/ Sd 


It is requested that the Department be informed when 
these notifications are given to the local authorities. 


Enclosure: { 
|/ Copy of a communication 7. 


from the Arabian American / | re, ae 
O11 Company, March 9, 1944. / 
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struct a refinery and to increase its petroleum production 


March 29, 1944 


CONFIDENTIAL 


No, /4 Ps 


To the 


Officer in Charge of the American Mission, 
Baghdad. 


The Secretary of State encloses a copy of a com 
munication dated March 9, 1944 addressed by the Arabian 
American 011 Company of San Francisco, California to an 
officer of the Department requesting that the appropriate 
officials of certain governments mentioned therein be 
apprised of the wartime character of the Company's 
operations in order that action may be expedited with 
respect to requests for priorities for materials and 
shipping ° 


The Arabian American O11 Company is about to con- 


in Saudi Arabia, These operations have been certified 
by the Joint Chiefs of Staff and other appropriate author- 


ities of this Government as essential to the prosecution 
of the war. 


Zi /29e9° a0 


The Officer in Charge of the American Mission is 
requested to notify the appropriate authorities of the 
Government to which he is accredited regarding the essen- 
tiality of the Company's operations. 


It is requested that the Department be informed when 
these notifications are given to the local guthorities. 


i Uf sd 


Enclosure: 


Y GSopy of a communication 
from the Arabian American 
- O11 Company, March 9, 1944, 
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CONFIDENTIAL 


No. Se 


To the 
Officer in Charge of the American Mission, 
Pretoria, ansvaal,. 


The Secretary of State encloses a copy of a conm- 
munication dated March 9, 1944 addressed by the Arabian 
American O11 Company of 3an Francisco, California to an 
officer of the Department requesting that the appropriate 
officials of certain governments mentioned therein be 
apprised of the wartime character of the Company's , 
operations in order that action may be expedited with 
respect to requests for priorities for materials and 
shipping. 


The Arabian American 011 Company is about to con- 


struct a refinery and to increase its petroleum production 


in Saudi Arabia. These operations have been certified 


by the. Joint Chiefs of Staff and other appropriste author- 


ities of thie Government as essential to the prosecution 
of the war. 


The Officer in Charge of the American Mission is 
requested to notify the appropriate authorities of the 
Government to which he is accredited regarding the essen- 
tiality of the Company's operations. 


It 1s requested that the Department be informed when 
these notifications are given to the local authorities, 


Enclosure: 


v Copy of a communication 
from the Arabian American 
011 Company, March 9, 1944, 
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QONFIDENTIAL 


Te the 
American Consular Officer in charge, 
Jerusalem, Palestine. 


The Secretary of State encloses a copy of a com- 
munication dated March 9, 1944 addressed by the Arabian 
American O11 Company of San Francisco, California to an 
officer of the Department requesting that the appropriate 
efficials of certain governments mentioned therein be 
apprised of the wartime character of the Company's 


, » Operations in order that action may be expedited with 
(/ pespect to requests for priorities for materials and 


shipping. 


The Arabian American O11 Company is about to con- 
struct a refinery and to increase its petroleum production 
in Saudi Arabia, These operations have been certified 
by the Joint Ghiefs of Staff and other appropriate author- 
ities of this Government as essential to the prosecution 
of the war. 


The Consular Officer in charge is requested to 
notify the appropriate authorities of the Government to 
which he is accredited regarding the essentiality of the 
Company's operations. 


It is requested that the Department be informed when 
these notifications are given to the local authorities, 


Enclosure: 


Copy of a communication 
~ from the Arabian American 
O11 Company, March 9, 1944, 
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In reply refer to 
NE 


jake: 


My dear Mr. Owen: 


Reference is made to your letter of March 9, 1944 
requesting that certain American diplomatic and consular 
officers inform the appropriate authorities of the 
governments to which they are accredited of the nature 
of your Company's operations in order to expedite re- 
queste for priorities for materials and shipping. 


As you know, the Department at your request trans- 
mitted a telegram to the American Mission at New Delhi 


in view of the particular urgency of the matter with 
regard to India. 


The Department has also transmitted written in- 
etructions regarding the matter to American diplomatic 
and oonsular officers, as the case may be, at Pretoria, 
Transvaal; Jerusalem, Palestine; Baghdad 
New Zealand; Canberra, Australian Capital Territory; 
ie Kenya, East Africa; Tehran, Iran; and Cairo, 

ypt. 


Sincerely yours, 


Gordon P. Merriam 
Chief, Division of Near Eastern Affairs 


Mr. werey Owen, 
Arabian American 011 Company, 
918 Shoreham Buildi 


ng, ‘ies 
Fifteenth and H Streets, N. W., eee cane 


Washington, D. C. 
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Iraq; Wellington, 


March 20, W144 


CONFIDENTIAL 





To the 
American Consular Officer in charge, 
Nairobi, Kenya, East Africa. 


The Secretary of State encloses a copy of a con- 
munieation dated March 9, 1944 addressed by the Arabian 
American 011 Company of San Francisco, California to an 
officer of the Department requesting that the appropriate 
officials of certain governments mentioned therein be 
apprised of the wartime character of the Company's 
operations in order that action may be expedited with 


respect to requests for priorities for materials and 
shipping. 


The Arabian American 011 Company is about to con- 
struct a refinery and to increase its petroleum production 
in Saudi Arabia. These operations have been certified 
by the Joint Chiefs of Staff and other appropriate author- 


ities of this Government as essential to the prosecution 
of the war, 


The Consular Officer in charge is requested to 
notify the appropriate authorities of the Government to 
which he is accredited regarding the essentiality of the 
Company's operations. 


It is requested that the Department be informed when 
these notifications are given to the local authorities. 


Enclosure: 


Copy of a communication 
V from the Arabian American 
O11 Company, March 9, 1944, 
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To the 
Officer in Charge of the American Mission, 
ehran. 


The Secretary of State encloses a copy of a conm- 
munication dated March 9, 1944 addressed by the Arabian 
American 011 Company of San Francisco, California to an 
officer of the Department requesting that the appropriate 
officials of certain governments mentioned therein be 
apprised of the wartime character of the Company's 
operations in order that action may be expedited with 
respect to requests for priorities for materials and 
shipping. 


 . saiheae The Arabian American O11 Company is about to con- 
_ +¢&-* etruct a refinery and to increase its petroleum production 
G70 ) in Saudi Arabia. These operations have been certified 
/ by the Joint Chiefs of Staff and other appropriate author- 
ities of this Government as essential to the prosecution 
of the war. 


The Officer in Charge of the American Mission is 
requested to notify the appropriate authorities of the 
Government to which he is accredited regarding the essen- 
tiality of the Company's operations. It may be noted that 
the Company has requested also that the American and 
British Military Headquarters be so advised. 


It is requested that the Department be informed when 
these notifications are given to the local authorities. 


Enclosure: 
Copy of a communication 


Y from the Arabian American 
O11 Company, March 9, 1944, 


‘4 WHEW, al 
os NE:WLP:MW 3/22/44 is A 
qi / a 


f? / 


i 


li 7 ey * 403 


wi od 


APR 18 1064 8° fet 


TELEGRAM RECEIVED 


MJK-710 a eee 

This telegram must be 

closely paraphrased be- Dated March 30, 1944 
fore being communicated WROM 





to anyone. (SC) Rec'd 3:23 pem., S}st 
HH rere ; 
“ : f 
Secretary of State, 7” % al 
- re at 
Washington, Dark. to} 
4 eens 0 wine We” 
90, March 30, 11 Pjn. 
SECRET. | ee 
Following supplied in strictest confidence by ‘3 


high Saudi official. Department urged not to divulge &, 
any part of it until after informant is safely outside 
Saudi arabia and after I had discussed reports with 
Jordan. por 5018/4 net 41 OF 

At least one week required, My 84, March 27, 
midnight. - 

. It is alleged thet when in King's camp, Jordan 

said that to secure adequate aid King must employ 
British economic adviser, The King agreed and Jordan 


wired to'London for suitable man. Informant says he 


Sr6l € Tf Nr 


has seen letter from Britisher named Cecil Jackson 
Greeg applying to Amir Saud for position substantially 
that of Petroleum Adviser. It is further olleged that 
on Jordan's insistence, King removed Najib Bey Salma 
from post of Director of Mines and Public Works. In- 
formant thinks Jordan is making his own independent 
policy. | 

In possible 

[nd 


2lil/z29z9° s00e 


aud 


C-) 


—~ 


be as aad pty 


7 9s yee 


-2-, 90, March 30, 11 pem., from Jidda. 


In possible support of assertions, Najib tells 
me his removal is impending. Jordan yesterday said 
Shaikh Abdullah Sulaiman, Finance Minister, would 
soon be removed also. Na jib's successor is to be 
Izgzedi Neshawar who, Jordan says, “is now playing ball 
with us", 

Comment withheld pending investigation but of ma y 
be noted that Shaikh Abdullah and Wajib are Saudi 
officials who have most to do with oil company and 
mining syndicate and are possibly those most friendly 
to United States. 


Sent Department code text to Cairo by pouch for 
‘Landis. 
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Charge to Washington, 


APR 3” a Se 


AMLEGATION, 


JIDDA. 


60 


You may be sure that the Department is fully aware 


of the The) sations of the developments described in you 


po 50, ees 30, Wow and will take all appropriate steps = 
2 to safeguard vital American interests in Saudi Arabia. a? 
ee Please inform the Department as soon as the informant s 
cat f mentioned has departed so that necessary use can be made 3 
of the information you have provided, a, 
We infer that Jordan has been in general uncooperative, ~ 
and we should like to know more about him. Please send us _ 

by air mail as soon as possible a full report on Jordan 
describing his background, personality and general attitude * 
and in particular describing in some detail incidents which -~ 
illustrate his uncooperative attitude toward you, x 
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) 
In reply to inquiry from Department our Embassy 


57 


£11/£9e9° 4068 


in London states it has learned reliably that Ceeil 
Jackson-Craig is considered by British authorities "as 
bordering on a mental case" (reference your 90°/March 30, ~C 
11 p.m.). The Embassy states that if it is permitted 

to furnish the British with some reason for our interest 

in Jackson—Craig, it would be possible to confirm definitely 


the opinion of the British authorities, 
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After noting the contents of Landis! March 31, 


7 a.m. to you, we are inclined to believe that, in 


" +2 oF 
Se view of the developments ae gion —. 90% March 30, 
- re, 1l p.m., the entire road construction project in Saudi 
cs Arabia should be conducted under American auspices, 

aod We should appreciate your views in this regard as soon 


as possible and should like you to let us know whether 


4t would be helpful for us to take thie matter up with 


Sli/<ye9° 4068 


the War Department in an endeavor to expedite the supply 


; ard pesonnel 
@ Pp of necessary equipment by the military authorities in 


Cairo, 
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CROSS-REFERENCE FILE 


NOTE 


SUBJECT Arabian American 011 Company has telegraphed its 
home office concerning increasing difficulties of 


government food haul situation. 


For the original paper from which reference is taken 


See Tel. $46, 4 pm 


File No. 890g. 24/1280 
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ACCESS RESTRICTED 


The item identified below has been withdrawn: from this file: 


D 7. > — 
File Designation 57 e. € 3 © SMS 


Date OF Fs ard 
a Ly ot (cde Boer 
To 
In the review of this file this item was removed because access to it is 
restricted. Restrictions on records in the National Archives are stated 
in general and specific record group restriction statements which are 


available for examination. The item identified above has been withdrawn 


because it contains: 


[ ] Security- Classified Information 


[A otherwi se Restricted Information 
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Authority Date 


GENERAL SERVICES ADMINISTRATION GSA form 7117 (2-72) 


GPO : 1973 O - 503-659 
GSA DC 72.1042! 
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In reply refer to 
PED 


> 


Dear Narold: 


I have received your letter of Maren 24, 
1944 requesting information concerning the 
Arabian pipeline project for use in a cebsate 
in whieh you are to take part. 


As you know, thie is a projest of the 
Petroleum Reserves Corporation, of which 
Mr. Iokea is Preaident. J note that you have 
already written to Secretary Iskes and 1 
sesume that you will receive in reply such 
etatements as he has made in regard to the 
pro jeet. 


In to your reference to the state~ 
approved ss that the project has been 
State Department, your atten- 
led to Secretary Ickes’ press 
then fe which indicates that the project was 
recommended by the Yer and Navy Departments, 
the Joint Chiefs of Staff and the Army-Nevy 
Petroleum Board as ea security measure. Deci- 
sions as to security matters of course rest 
with the service branches. In thia connection, 
oy may have seen remarks of Seeretary “nox 
regard to the project. 


As 


ir, Farold L,. ‘«aith, 
Motion PLoture. Producers & P ners 
of Anerice#, Incorpora’ 
83 vest 44th Street, 
Yew York, New “York. 
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Sineerely yours, 


Ceeil W. 
ae em t 
tary of State 
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a 
Comalttes report 
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MAR 31 
ed, 


A 
¢ JCS sme 3/30/44 


Gordon P. Merriam, Chief 


Division of Near Eastern Affairs 
Department of State 
Washington, D. C. 


a: 
My dear Mr. Merriam: 





SAN FRANCISCO, CALIFORNIA 


March 30, 1944 






} iON OF 

FERN AFFAIRS 

a 
cgaf. wie 9 IIB 


Thank you for your letter of March 29. 


The advice which you have transmitted to 


your diplomatic and consular officers will, I am 


sure, prove of great value in expediting requests 


for priorities for materials and shipping. 


Your 


assistance is very much appreciated. 


GO: 


P= 


Very truly yours, 


ARABIAN AMERICAN OIL COMPANY 


Owen 


Tua 
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tn reply refer to 
ME 


Dear Dr. Dunn: 


I have read with considerable interest the 
§3 ($ memoranda regarding the Arabian o1l1 question prepared 
g4° f by Mr. Kirk and ur. Wolfers of your Institute for the 
Senate Foreign Affaire Committee, and greatly appre- 
Ciate your having made them available to me. 


Sincerely yours, 


Paul H. Alling 
Aeting Direetor 
Offices of Near Eastern and African Affairs 


Dr. Frederick 8. Dunn, 
wePeOner The Institute 


of International Studies, 
af Yale University, 
Me 


New Haven, Conneseticut. 
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Copy to D. S. R, Department of State, 





Bombay, Inia, march 20, 1944 


STRICTLY CONFIDENTIAL 


DivisiOn OF % 


G. C. Watson, "squire, — raSseon al 
Ministry of War Tra p17, 


Reserve Bank Bugl 
Bombay e 






Sir: 


The Arabian American O11 Company, an American 
Company, will shortly undertake the construction of a 
refinery in Saudi Arabia. This undertaking is a war 
project and has been authorized by the American joint 
chiefs of staff and other appropriate American authori- 
ties. The Consulate understands that the Arabian 
American O11 Company has experienced difficulty in this 
country with respect to its requests for shipping and 
materials priorities and it is probable that these 
difficulties have arisen owing to the fact that the 
Government of India has not been officially informed 
of the essential nature of this project in connection 
with the war effort. 


The Office of the Personal Representative of the 
President of the United States at New Delhi has commni- 
cated the substance of the foregoing to the !xternal 
Affairs Department, the supply Department, the Defense 
Department, the Petroleum Directorate, the Commerce 
Department, and the Indian Medical Lervice. The American 
Consulate General at Calcutta has also advised the 
Director General of Munitions Froduction of the essential 
nature of this project. 


I am addressing this letter to you in accordance 
with instructions received from the Office of the Personal 
Representative of the President of the United ‘tates at 
New Delhi and the Consulate will appreciate any assistance 
or cooperation you may be able to extend to the Arabian 
American O11 Company in its request for priorities, 
materials, shij ping space, et cetcra. 


Very truly yours, 


Pye f 3 Ud¥ 


Howard Donovan 


American Consul 
863.6 


HDs jt 
Copy to: 


Division of Communications and Hecords, 
Department of state, Washington. 


“ashington. 
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Mr. Paul H. Alling, Assistent Director 
Office of African and Near Bastern Affairs 
Department of State 


Bee ee 
WENT OF STAT 
Washington, D. C. dere 


pe of ee 


er 
Because of the Gombangite pressing Pxiepre c Ak iane 4 F 
problems in Saudi Arabia, we have asked for- passports for 
the following, technical experts, wno were to have been 
members of the Pipeline Mission for Petroleum Keserves 
Corporation: 






ly dear Mr. Alling: C 


Mr, Bs Be Bull 

Mr. Oscar Wolfe 

Mr. me HH. Hall 

Mr. UC. C. RKosebraugh 


These men will go to Arabia to review the technical 
problems affecting the Arabia-Bahrain pipe line and the pipe 
lines connecting our fields and the new kas Tanura refinery. 
They will also look over the pipe line route which would be 
taken by a line in Arabia if we were to build one for 


commercial purposes North through Arabia. They will represent 


the Arabian American Oil Company and will not have any 
connection with tne Petroleum Reserves Corporation. It may 
be that some of tne information which this group secures 
will be useful should the Petroleum Keserves Corporation or 
some other Government entity finally contract for the con- 
struction of the line through this area. In such case this 
information would be available; however, I wish to make it 
clear that this group is going to Arabia to loo over the 
commercial possibilities of building pipe lines for the 
account of the Arabian American Oil Company in the pursuit 
of its ordinary commercial business. 


I have understood from Mr. Thornburg that there has 
been some question in the minds of some of the State 
Department people about Mr. Steve Bechtel's trip to Bahrain 
and Arabia. Mr. Bechtel went to these two countries 
specifically to go over the work being done by his firm in 
connection with the erection of the refineries at Banrain 


ADORESS REPLY TO 
BHOREHAM BUILDING 
WABHINGTON, B, D.C 


\\ 
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Mr. Paul H. Alling, , 
Assistant Director -2- April 17, 1944 


and in Arabia. As it was proposed at that time that he 
also accompany the Petroleum Reserves Corporation Mission 
which we thought was to be sent shortly thereafter, it was 
assumed that he would join the Mission upon its arrival 

in Arabia and review on the ground for the Company the 
specific problems of transport which might arise were the 
pipe line to be built. 


I wish again to make it clear that it is the con- 
struction of the plants which caused Mr. Bechtel's trip. 


Yours very truly, 


ARABIAN AMERICAN OIL COMPANY 





ames ep Duce 
Director and Vice-President 


SAN FRANCISCO, CALIFORNIA 
ADORESS REPLY TO 
BHOREHAM BUILDING 
WABHINGTON, BSB, OD Cc 


April 17, 1944 


Mr. Paul H. Alling, Assistant Director 
Office of African and Near ZEsstern Affairs 
Department of State 

Washington, D. C. 


My dear Mr. Alling: 


Because of the Company's pressing pipe line 
problems in Saudi Arabia, we heve esked for passports for 
the following, technical experts, who were to have been 
members of the Pipeline Mission for Petroleum Reserves 
Corporation: 


Mr. B. &E. Hull 

Mr. Oscar Wolfe 

Mr. 4H. ii. Hall 

ir. LU. UC. Kosebraugh 


These men will go to Arabia to review the technical 
problems affecting the Arabia-Bahrain pipe line and the pipe 
lines connecting our fields and the new has Tanura refinery. 
They will also look over the pipe line route which would be 
taken by a line in Arabia if we were to build one for 
commercial purpoges North through Arabia. They will represent 
the Arabian American 011 Company and will not have any 
connection with the Petroleum Reserves Corporation. It may 
be that some of the information which this group secures 
will be useful should the Petroleum Reserves Corporation or 
some other Government entity finally contract for the con- 
struction of the line through this area. In such case this 
information would be available; however, I wish to make it 
clear that this group is going to Arabia to look over the 
commercial possibilities of building pipe lines for the 
account of the Arabian American Oil Company in the pursuit 
of its ordinary commercial business. 


I have understood from Mr. Thornburg that there has 
been sone question in the minds of some of the State 
Department people about Mr. Steve Bechtel's trip to Bahrain 
and Arabia. Mr. Bechtel went to these two countries 
specifically to go over the work being done by his firm in 
connection with the erection of the refineries at Bahrain 


Mr. Paul H. Alling, 
Assistent Director -2- April 17, .1944 


and in Arabia. 





As it was proposed at that time that he 
also eccompany the Petroleum Reserves Corporation Mission 
which we t ht was to be sent shortly thereafter, it was 
assumed that he would join the Mission upon its arrival 

in Arabia end review on the ground for the the 
specific problems of transport which might arise were the 
pipe line to be built. 


























I wish again to make it clear that it is the con— 
struction of the plants which caused Mr. Bechtel'’s trip. 








Yours very truly, 
ARABIAN AMERICAN OIL COMPANY 








James ert | Duce 
Director and Vice-President 


CALIFORNIA ARABIAN STANDARD OIL COMPANY 
851 SHOREHAM BUILDING 
WASHINGTON 5, D. C. 


Mr. raul H. Alling, Assistant Virector 
Office of African and Near Eastern Affairs 
Department of state 

Washington, D. U. 


In reply refer to 
NE 


My dear Mr. Duce: 


I refer to your letter of April 17, 1944 in which 
you state that the Arabian American O11 Oompany has re- 
quested the issuance of passports to Messrs. B. E. Hull 


Oscar Wolfe, H. H. @ali and C. C. Rosebraugh in connection 


with their propesed trip ‘te Saudi Arabia for the purpose 


of investigating the possibility of building pipelines in 


that country. 


It is considered that, in view of current conversa- 


tions taking place between American and British officials 
arding petroleum, the present time would be inopportune 


reg 

for technical experts to engage in any activities with 

reference to a trans-Arabian pipeline. However, no ob- 

jection is perceived to their concerning themselves wi th 

matters relating to the proposed pipeline to Bahrein and 
3 contemplated feeder lines leading to Ras Tanura and ad- 


with @ proposed trans-Arabian line. 


Sincerely yours, 


Paul H. Alling 
Aeting Director 
Office of Near Eastern and African Affairs 


AY yp 


¢ Mr. James Te Duce . 
ta Director and Viee-President, fr 
Ap 's Arabian American 0141 Company, ae 
ou Shoreham B 5 
Washington 5, D. C, t 
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. jacent areas. Therefore, it is suggested that these four 
f. men proceed to Arabia to work on ese latter two projects 
| for the time being. It would be appreciated, however, if 
your Co would eonsult with the Department before in- 
structing these experts to perform any work in connection 
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ATR MAIL Canberra, 
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The Legation has the honor to advise that in 
34> compliance with the Départment's confidential in- 
p.4~ struction no. 226 of March 29, 1944, the Common- 
P q wealth Department of External Affairs has been re- 
quested to convey to appropriate officials of the 
Australian Government information to the effect 
that the project of the Arabian American Oil Company 
in Saudi Arabia has been certified by the Joint Chiefs 
of Staff and other appropriate authorities of the 
United States Government as essential to the prosecu- 
tion of the war. 


It was explained to the Department of External 
Affairs that this notice was given in order to avoid 
any delay on the part of the Australian Government in 
acting on any applications that might be filed by the 
Arabian American O11 Company for priorities for mater- 
fals and shipping. 
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To the Department in ozalid copy. 
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OlL WEEKLY 


3301 Buffalo Drive 
Houston, Texas AFH 


March 21, 1944. 
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Department of State, y sA ey a 
Washington, D. C. } ‘ 
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ie My dear Mr. Bonsal: al ~ 
— Yours of March 13th/ with enclosure on Mr. 
\ Raynor is very much appreciatgd. at 
RO Cordially yours, Ny 
A (2 L - 
Publisher, 
Ray L. Dudley:mbh The OIL WEEKLY. 


£ dy 


is)! 


NW&/ Sa 


Ray L. Dudley, Publisher 
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! THE OIL WEEKLY 


330! Buffalo Drive 


Houston, Texas 


Mr. Charles B. Rayner 
Petroleum Advisor 
Department of State 


State Department Bldg. 
Washington, D. C. 


My dear Mr. Rayner: 


Currently in reports appearing in newspapers, 
I find statements to the effect that Sheik Ibn Saud has 
criticised the competency of the Assistance Petroleum 


Advisor to the State Department, who specifically handles 
affairs in the Saudia Arabian area. 


It will be greatly appreciated if you will give 
us the name of this Advisor, together with a brief state— 
ment of his oil experience, in order that we may know to 
what extent the criticism of Ibn Saud may be justified. 
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April 25, 1944. 


My Gear Mr. Dudley: 
I have received your letter of April 17 request. 
ing infermation regarcing the Aseistant Petroleun 
Aa@visor to the State Department who specifically 
handles affairs in the Saudi Arabian area. 
263 The Department does not have an Assistant Petro- 
G leum Adviser; and eince I have not seen the newspaper 
G40 : orte you mention, I do not know to whom they could 
refer. a@ you care to send me additional details, 
Pomme ge @iad to give you any information at ay 
sposal. 


Sincerely yours, 


Charles Rayner 
Petroleum Adviser 


My. Ray L. Dudley, 
Tne O11 Weekly, 
3301 Buffalo Drive, 
Houston, Texas. 
AP: CBR: kw 
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1O!1 MAIN STREET 


MATIONAL HEADQUARTERS 
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TELEPHONE L. D. 737 


1] 53 April 28, 1944 soolinvanrann auioine 
TELEPHONE NATIONAL wave 


The Honorable Cordell H. Hull 
Secretary of State 
Washington, D. C. 


Dear Sir; 


I:.am enclosing a copy of a paper on the proposed 


Saudi Arabian pipe line that I am going to give before the 


PP oi ey 
Encl. 


on 


a 0 \ Directors of the Independent Petroleum Association of America 
4 this evening. 


Sincerely yours, 







RALPH T. ZOUK 
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THE PROPOSED 


ARABIAN PIPE LINE— 
A Threat To Our National Security" 


The proposed pipe line from the Persian 
Gulf through Arabia to the eastern shore 
of the Mediterranean, a project of the gov- 
ernment owned Petroleum Reserves Cor- 
poration, is of paramount importance to 
every citizen of the United States. 

It is a subject which has bewildered 
and confused everyone for many weeks. 
It has been surrounded by mysteri- 
ous murmurings, half-truths, and contra- 
dictory statements from official sources. 
The entire project has been veiled in un- 
necessary secrecy, and even the Directors 
of the Corporation, which would own and 
operate this pipe line, do not agree on the 
reason for it. 

The officers of the Independent Petrol- 
eum Association of America were the 
first to sense the danger which could 
arise from the Petroleum Reserves Corpor- 
ation’s activities. Russell B. Brown, general 
counsel for the Association, in an address 
before the American Bar Association in 
Chicago on August 24, 1943, and at the 
Annual Meeting of the Association in 
Fort Worth, Texas, on October 27, 1943, 
and your speaker, as president of the In- 
dependent Petroleum Association of Amer- 
ica, in talking to the Bradford District 
Oil Producers’ Association on February 15, 
1944, called attention to the dangers which 
could result from its operations. 

The Board of Directors of the Associa- 
tion in a formal resolution at the Direc- 
tors’ Meeting in Washington on December 
11, 1948, recommended: 


. that the Congress take action at 
an early date to cancel the contract be- 
tween the Petroleum Reserves Corpora- 


*An address by Ralph T. Zook, President of the Indepen- 
dent Petroleum Association of America, at mid-year 
meeting of the Association a Bradford, Pennsylvania, Friday 
evening, April 28, 1944. 


tion and the Arabian American Oil 
Company and the Gulf Exploration Com- 
pany, and to dissolve the Petroleum 
Reserves Corporation.” 


In the face of this clear record of the 
independent oil producers’ early opposition 
to the project, some proponents of the 
Saudi Arabian pipe line are now spreading 
the story that the independent producer is 
being used as a cat’s paw for other oppon- 
ents of the pipe line and that the whole 
issue is a battle between major oil com- 
panies for control of the Middle East oil 
fields. Nothing could be further from the 
truth. 


Could Threaten Safety of Nation 

If either the producer or the public suc- 
cumbs to this line of reasoning, the re- 
sults may prove disastrous to the country. 
The building of this pipe line at this time 
could lead to a permanently depressed 
domestic oil] industry which, in turn, would 
threaten the safety of the country in the 
event of future wars. 

Many of us have become more conscious 
of geography, especially that of the 
Middle East, since this project was an- 
nounced. There are some aspects, not 
geographical, however, that should be 
kept in mind, and they can best be present- 
ed by quoting from an article that ap- 
peared in the April, 1944, issue of World 
Petroleum. The author, Elihu Ben-Horin, 
lived in the Middle East for years and has 
written extensively of that vast area. He 
recently published a book entitled The 
Middle East: Cross Roads of History. 


Said Mr. Ben-Horin: 


“The ‘Four Freedoms,’ which sound- 
ed so vigorously refreshing when pro- 


mulgated, seem to have receded into the 
background; the ‘Atlantic Charter,’ 
seldom mentioned now, is covered with 
rust; but future wars are accepted as a 
certainty. We are told that an oil policy 
is being dictated by the requirements 
of those future wars; in reality, our oil 
policy, as expressed in the Arabian pipe 
line project, will be, more than likely to 
cause future wars, if nothing else will. 
For we must remember that this planned 
pipe line will be located in an area which 
no conqueror could ever by-pass. The 
Middle East has figured prominently in 
almost every great conflict in history, 
from the days of Alexander the Great, 
Genghis Khan and the Arab Kaliphs 
to Napoleon and the two world wars. 
There is little doubt, moreover, that 
after this war the Middle East is likely 
to be a main object of international 
rivalry. Not only oil in vast quantities 
is treasured there but the Middle East 
itself is a strategic key position to the 
trade and communications of the world. 
It is here, at the crossroads of all wars, 
that Mr. Ickes plans a government- 
owned pipe line.” 


A Move Toward Fascism 

Not only would this proposed Saudi 
Arabian line plunge us into the hot bed of 
centuries’ old disputes, as Mr. Ben-Horin 
points out, but also the very act of our 
government’s entering the oil business is 
a move toward fascism. Fascism is a loose- 
ly used word, but this pipe line project 
would be a step toward it regardless of 
how poisonous this term is to some and 
how much they try to deny it. Let us ex- 
amine this charge. The agreement in 
principle between the Petroleum Reserves 
Corporation and the participating oil com- 
panies contains among other stipulations 
the following: 


(1) The construction and maintenance 
by the United States Government of 
a pipe line including requisite facili- 
ties at a cost estimated at between 
$130,000,000 and $165,000,000. 


(2) No competing pipe lines shall be 
built by the companies. 

(8) The maintenance of a crude oil 
petroleum reserve of 1,000,000,000 
barrels or not less than 20 per cent 
of the oil reserves if less than 5,000,- 
000,000 barrels “for the account of 
and purchase by the military forces 
of the United States.” 

(4) “The commercial and other policies 
and practices of the companies” are 
to “conform to the foreign policy of 
the United States.” 

(5) Government purchases against the 
1,000,000,000 barrels reserve shall be 
at 25 per cent less than the market 
price for oil in the Persian Gulf 
region or the United States, which- 
ever is the lower, and 

(6) A “ghost” from the 1929 stock pro- 

motion days: The payments to the 
Government by the Arabian Ameri- 
can Oil Company (owned entirely by 
The Texas Company and the Stand- 
ard Oil Company of California) and 
the Gulf Exploration Company 
(owned by the Gulf Oil Corporation), 
shall be “such as to return the capital 
investment to the Government with- 
in twenty-five years, provide main- 
tenance charges, interest and a profit 
on the investment.” But, after the 
oil companies have paid for the pipe 
line, maintained it and provided in- 
terest and profit,. the Government 
will still own it. 


Fascism Is Defined 
Now put the acid test to the definition 
of fascism as found in the Winston dic- 
tionary (parentheses are mine) : 


“A political and economic movement, 
strongly nationalistic (the Government 
proposes to use the taxpayers’ money 
for the ownership and operation of a 
pipe line for profit), magnifying the 
right of the state as opposed to the indi- 
vidual (this project could be financed and 
owned by the interested companies 
without Government participation) in 


which both industry so remaining under 
private ownership and all administrative 
political units are controlled by a strong 
central government.” (The government 
controls the commercial and other poli- 
cies and practices of the companies; it 
prohibits the companies from competing 
with the Government through the build- 
ing of other lines; the “plan”, calls for 
the control of domestic oil production as 
is evidenced by the Secretary of the 
Navy, Frank Knox, who, in a press con- 
ference on Tuesday, March 21, 1944, 
stated: “Only the most ordinary kind of 
prudence demands that we find for our- 
selves sources of oil outside of our own 
continental limits and that along with 
that should go a policy of rigid restric- 
tions of American oil for American 
use.’’) 


Is there anything more to say on this sub- 
ject? 

No one who is connected with the inde- 
pendent branch of the oil industry or, in 
fact, who is in any way connected with the 
oil industry, whether major or independ- 
ent, in so far as I know, has said that the 
oil reserves of the Middle East should not 
be developed. What has been said many, 
many times is that they should be devel- 
oped through private enterprise, backed by 
a strong United States diplomatic policy, 
as world consumption allows those reserves 
to fit orderly into the world market. 


Middle East Reserves Large 


Mr. E. DeGolyer, Chief of the Middle 
East Mission for the Petroleum Reserves 
Corporation, reported upon his_ return 
from that area, in part: 


“The center of gravity of world pro- 
duction is shifting from the Gulf-Carib- 
bean area to the Middle East — to the 
Persian Gulf area — and is likely to con- 
tinue to shift until it is firmly estab- 
lished in that area. 

“Our preliminary estimate of reserves 
actually proved is approximately 5,000,- 
000,000 to 6,000,000,000 barrels in Iran, 


4,000,000,000 each in Iraq and Kuwait, 
2,000,000,000 barrels in Saudi Arabia and 
Bahrein, and less than one-half billion 
barrels in Qatar. If one considers re- 
serves as proved by developed fields and 
indicated by fields discovered but not yet 
fully explored, the proved and indicated 
reserves of Kuwait appear to be ap- 
proximately 9,000,000,000 barrels, those 
in Iran 6,000,000,000 to 7,000,000,000 
barrels, Iraq 5,000,000,000 barrels, Saudi 
Arabia 4,000,000,000 to 5,000,000,000 
barrels, and Qatar 1,000,000,000 barrels. 

“The proved and indicated reserves of 
this area are comparable with those of 
the United States, yet all of the Middle 
East reserves have been discovered by 
the drilling of less than a total of 150 
wildcat wells. In the United States we 
drill more than twenty times this num- 
ber of wildcat wells each year. 

“It is the opinion of this Mission that, 
given reasonable time and a very moder- 
ate amount of oil field material, any 
single one of these four groups can de- 
velop and maintain within its own prop- 
erties sufficient production to supply 
world ‘requirements from the Middle 
East area for many years to come. For 
the next ten to fifteen years at least, 
the Middle East area is likely to develop 
and maintain productive capacity of as 
much as four times its probable market 
outlets.” 


This report states that the actually 
proved reserves amount to an estimated 
16,000,000,000 barrels and the indicated 
reserves from fields discovered but not yet 
fully explored are between 25,000,000,000 
and 27,000,000,000 barrels. This compares 
with the 20,000,000,000 barrels total oil 
reserves of the United States. 

I have, however, sat in a meeting where 
the possible reserves in this area were 
given as 200,000,000,000 barrels. This 
amount was mentioned in an ordinary tone 
of voice by an executive familiar with 
the area. 

There is no doubt but what the re- 


serves in the Middle East are enormous. 
This information is not new. Those famil- 
iar with the area and with world oil re- 
serves have known it for many years. The 
laying of a pipe line, however, would not 
make one new barrel of oil that was not 
present heretofore. Pipe lines do not make 
oil. 


Middle East Concessions 


In Iran (formerly 'Persia) the Anglo- 
Iranian Oil Company holds the oil conces- 
sion along the Persian Gulf and the Gulf 
of Oman. The stock of this company is 
owned 51 per cent by the government of 
England and 49 per cent by the English 
nationals. Many statements have been 
made concerning the English oil policy and 
the fact that the English government owns 
stock in oil-producing companies. This is 
the only oil company in which the English 
government is financially interested. The 
affairs of the company are handled by the 
nationals and not by the government. The 
average daily production of Iran for the 
year 1948 was 215,000 barrels daily. It 
is reported to be 275,000 barrels net daily at 
this time. Almost all of this oil is refined 
at Abadan on the northern tip of the 
Persian Gulf. It is by far the largest re- 
finery in that area. 

The oil concessions in Iraq, Qatar and, 
to a great extent, in Syria, Palestine, and 
most of the coast countries of Arabia are 
held by the Iraq Petroleum Company. 
American interests own 238.75 per cent 
of this company, Royal Dutch Shell has 
28.75 per cent, the French 23.75 per cent, 
the Anglo-Iranian Oil Company holds 
28.75 per cent, and an Armenian citizen 
has 5 per cent. The 28.75 per cent held by 
the American companies at one time was 
owned by a number of the larger oil com- 
panies of the United States, but over a 
period of years these companies have 
dropped out one by one until the American 
interests are now owned entirely by the 
Socony Vacuum Oil Company and the 
Standarg Oil Company of New Jersey. 

The production from the Kirkuk Field, 


Iraq, averaged 65,000 barrels per day dur- 
ing 1948 and is now reported to be running 
at the rate of 80,000 barrels daily. This 
oil is piped to the eastern shore of the 
Mediterranean Sea and refined at Haifa, 
Palestine, and Tripoli, Syria. 

The oil concessions of Kuwait are owned 
jointly by the Anglo-Iranian Oil Company 
and the Gulf Exploration Company 
through an equal stock ownership in the 
Kuwait Oil Company. The oil reserves are 
of considerable consequence but production 
is small. 

Large and valuable oil concessions in 
Saudi Arabia and Bahrein are owned equal- 
ly by The Texas Company and the Stand- 
ard Oil Company of California through the 
Arabian American Oil Company and the 
Bahrein Petroleum Company. The reserves 
are large but the production during 1943 
amounted to only 20,000 to 25,000 
barrels daily and is now reported to be 
85,000 barrels daily. Kuwait and Saudi 
Arabia are the two areas in which produc- 
tion will be immensely increased in the 
event of the construction of a pipe line to 
the Mediterranean Sea. 

Secretary of the Navy Frank Knox, in 
testifying on the Navy Department Ap- 
propriation Bill for 1945, stated: “The pro- 
posal is that the United States Govern- 
ment will have the pipe line constructer 
[sic], a 24-inch line with a 300,000 barrel- 
a-day capacity. ...” Economy requires that 
this line be operated at its maximum 
capacity, and this sets the production rate 
for Saudi Arabia and Kuwait at 300,000 
barrels per day. 


The Competitive Situation 


Here is where the trouble starts. With 
300,000 barrels daily of new production 
from Saudi Arabia and Kuwait, Iraq can 
no longer be expected to be satisfied with a 
production of 80,000 barrels daily, and it 
is logical for that country to insist to 
the Iraq Petroleum Company that its pro- 
duction be increased to 800,000 barrels 
daily. Then Iran can be expected to say, 
“Why should we sit here with only 


275,000 barrels daily while Saudi Arabia 
and Iraq are producing 600,000 barrels 
daily ? Our production must be increased.” 
Let us assume that it is not increased 
more than 50,000 to 100,000 barrels, but by 
that time there will be new production in 
this area amounting to 550,000 to 600,000 
barrels daily. This, added to the current 
production of 400,000 barrels, will bring 
the production in that area to ‘1,000,000 
barrels daily. 

That amount of production can appropri- 
ate the entire pre-war demand of Europe 
and Africa which amounted to slightly 
over 1,000,000 barrels daily. It could elimi- 
nate the eastward flow of oil from both 
the United States and South America 
which at that time amounted to 600,000 
barrels daily. 

Table I in the appendix shows the 
amount of oil exported to all countries by 
the United States and South America dur- 
ing 1988, the last pre-war year. 

If that oil does not appropriate the Euro- 
pean and African market, then this 600,000 
barrels daily of new production will be 
“knocking at the door” of the United 
States on a competitive basis which will 
freeze the price of our domestic oil at not 
above and perhaps below the present level. 

Instead of producing “barrels” per day 
of oil from the wells in the Middle East 
area, “thousands” of barrels are produced 
daily from each well. Production cost is 
low and it is estimated that it can be 
readily produced at 10 cents per barrel, 
including direct administrative expense. 
The transportation cost on 800,000 barrels 
daily by pipe line to the eastern shore of 
the Mediterranean is estimated at 25 
cents per barrel, Tanker cost from Haifa 
to New York with present modern day 
tankers, foreign officers and crew is esti- 
mated at 86 cents per barrel. Arabian oil 
is not as attractive for refining as East 
Texas oil which is now used largely in 
East Coast refineries and there is a dif- 
ference in refinery realization of approxi- 
mately 20 cents per barrel in favor of 
East Texas. 


There is now a tax on imported oil from 
countries having “friendly nations con- 
tracts” of 10% cents per barrel. The royal- 
ty paid on production in the Middle East is 
not on a percentage of the market price as 
it is in the United States. It is on a flat 
price per barrel varying between 21 cents 
and 29 cents. The rulers of these king- 
doms are, therefore, not in the least in- 
terested in how much is received for the 
oil but only in how many barrels are pro- 
duced. The Kingdom of Iraq is reported 
to receive 90 per cent of its entire income 
from the royalties from oil. After adding 
an estimated profit of 25 cents per barrei, 
this brings the delivered cost at New York 
harbor on a competitive basis with East 
Texas crude at $1.47\% per barrel. 

East Texas oil can be delivered to 
New York harbor at a cost of $1.62 per 
barrel after taking into consideration the 
present market price of $1.25 plus gather- 
ing charge, pipe line transportation to the 
Gulf, loading at the Gulf port, and tanker 
to New York. 


Saudi Arabia Has Price Edge 


All of this gives Saudi Arabian oil an 
“edge” of 15 cents per barrel over East 
Texas oil delivered to New York. Any 
refinery will find 15 cents per barrel addi- 
tional margin most attractive. This can 
be better realized when I tell you that 
the head of a very large integrated com- 
pany stated that their refining profits for 
1948 would average about 5 cents per 
barrel. 

The comparative value of the two oils 
f.o. b. New York harbor is shown in Table 
II of the appendix. 

There is no law that compels an opera- 
tor in the Middle East to make a profit of 
25 cents per barrel; in addition, there is no 
assurance that the present tax of 1014 
cents a barrel will be continued by those 
now in power who have done everything 
possible to hamper the domestic oil indus- 
try and help the governments and nation- 
als of foreign countries. This 15 cents per 
barrel in favor of Middle East oil could 


very readily become 60 cents per barrel 
through the elimination of the import tax 
and profit and the independent domestic 
producer would be forced out of business 
even more rapidly than under today’s con- 
ditions, while the three large companies 
with the help of the United States Gov- 
ernment would be breaking even. 

An important official of the Petroleum 
Reserves Corporatign stated that no harm 
would come to the domestic oil industry, 
that there was now a tax on imported oil, 
and there was no reason why it could not 
be continued. The proper reply to that 
statement is that the tax was 21 cents per 
barrel on all imported oil but it has becn 
arbitrarily reduced by the Department of 
State to 10% cents per barrel to those 
having “friendly nations” contracts in 
spite of everything the dumestic producer 
could do to keep this from coming about. 


South American Oil Situation 


Now turn to the South American fields 
where production is planned to reach 
1,000,000 barrels daily by the end of 1944. 
This is about 800,000 barrels beyond the 
prewar rate. If South America loses the 
market for the 800,000 barrels that it has 
been sending to Europe and the 50,000 
barrels daily to Africa, there can readily 
develop a surplus of over 600,000 barrels 
daily in that area. What will become of 
that oil? If you have access to the right 
sources in Washington, you will be told 
“off the record” that the postwar plan 
for oil provides for the importation of 
600,000 barrels daily from South America. 

This is not just conversation, any more 
than it was just conversation when one 
of the officials in the Office of Price Ad- 
ministration stated it was the intention to 
keep the price of crude oil so low that the 
independent producer would be forced out 
of business and the government would 
then take over the oil industry and make a 
public utility of it. 

Not more than two months ago, I at- 
tended, a meeting of the Western Mining 
Congress in Denver for the purpose of 


determining the operation of bonuses and 
subsidies in the copper industry. The head 
of the zinc division of the War Produc- 
tion Board stated in one of the sessions 
that there would be an over-production of 
zine during 1944 but this would be taken 
care of by the lowering of production in 
the United States through elimination of 
the bonus price on zinc..One of the men 
inquired, “Well, what about the zinc that 
is now being imported from South Ameri- 
ca?” The WPB representative replied, “We 
expect that to continue at the present 
rate.” The producer of zinc said, “Oh, no 
you won’t; you are not going to continue 
to import zinc from South America and 
shut down our mines in the United States.” 
The gentleman replied that the policy of 
the State Department with other countries 
was something entirely beyond his control. 


Money for Foreign Oil 


The government of the United States 
has spent $180,000,000 developing oil pro- 
duction in Canada for Canadians; it has 
reportedly given the Mexican Government 
$10,000,000 to increase production in Mexi- 
co; South American production is being 
increased from 700,000 to 1,000,000 bar- 
rels daily with money, materials, and man- 
power from the United States; King Ibn 
Saud of Arabia is reported to have been 
given $25,000,000 of the American tax- 
payers’ funds as “good will” money. Now 
it is proposed to build a pipe line with 
taxpayers’ money across Saudi Arabia at a 
cost of $180,000,000 to $165,000,000. 
United States Senator Ed Moore from Ok- 
lahoma said in his debate with the presi- 
dent of the Petroleum Reserves Corpora- 
tion, Harold L. Ickes: 


“The history of Russia and Mexico, 
where the oil resources are government 
monopolies, certainly does not encourage 
us to believe that there is any magic in 
government ownership. Only last week it 
was announced in Washington that our 
government had loaned the Mexican 
government $10,000,000 in order that it 


May carry on its government-owned 
petroleum operations. Who, Mr. Ickes, 
will loan Uncle Sam any money when 
we fall into the same error?” 


Reasons Given for Project 


Let us look at some of the reasons given 
for the building of this pipe line. 

Harold L. Ickes, president of the Petrol- 
eum Reserves Corporation, in his debate 
with Senator Moore on the Town Meeting 
Program of March 16, 1944, stated: 


“But the fact is that any question in- 
volving the ability of the Government to 
see to it that the people have enough 
gasoline for their cars and sufficient oil 
for heating purposes, to say nothing of 
making sure that the Armed Forces 
have plenty to satisfy their needs, is a 
most serious one and should be so 
treated.” 


The laying of a pipe line across Saudi 
Arabia will not make one more gallon of 
oil or gasoline for the people of the United 
States or furnish one more barrel for the 
armed forces. The oil is now available to 
market on the shore of the Persian Gulf. It 
can be moved as rapidly as tankers are 
available, and there will be plenty of tank- 
ers for this purpose long before a pipe line 
can be completed. 

The people of the United States through 
their taxes paid and to be paid are financ- 
ing a huge fleet of ocean tankers. At the 
close of war these ships will be available 
for the movement of oil from the Persian 
Gulf or any other part of the world where 
their employment may be desirable. Pipe 
line construction of the type proposed 
would render idle a part of this tank- 
er fleet, already financed, whose cost con- 
stitutes a portion of the huge war debt. 
There would thus be duplication of both 
facilities and expenditures, all of which 
will be paid by the citizens of the United 
States. 

Secretary of the Navy Frank Knox, in 
a@ press conference on Tuesday, March 21, 
1944, said: 


“And ‘they’ further approved the pro- 
posal for the immediate construction of 
a pipe line to the Mediterranean from 
the oil fields along the Persian Gulf to 
assure adequate oil for the successful 
prosecution of the war. 

“And our long range advantage is also 
served by providing Europe during the 
remainder of the war — and equally the 
Far East — with new sources of petrol- 
eum products.” 


In other words, the Secretary has gone 
so far as to recommend shipping oil west 
to get it east. 

Under Secretary of the Navy James 
Forrestal, in speaking before the Bond 
Club in New York City on April 8, 1944, 
stated: 


“This decrease in discoveries (of new 
reserves) has occurred in the face of in- 
creased drilling of exploratory wells. 
The Petroleum Administration for War 
reports 3,488 exploratory wells drilled in 
1948, half again as many as were drilled 
in 1937. As you know, the number of 
new wells drilled for other than explora- 
tory purposes has declined since our en- 
try into the war.” 


But, Mr. Wallace E. Pratt, Vice Presi- 
dent of the Standard Oil Company of New 
Jersey, writing in the December, 19438, 
issue of The Lamp clearly answers Mr. 
Forrestal and lays the blame where it be- 
longs. He stated: 


“The real causes for the decline in our 
rate of discovery of new fields through- 
out the period of the war and the pre- 
ceding emergency are government re- 
strictions, sub-normal prices for crude 
oil, and shortages of manpower and 
critical materials. Not only is there no 
incentive to find more petroleum, there 
are positive restraints on the wildcat- 
ters’ efforts to discover oil. 

“Given a price incentive and release 
from war-time restrictions, the industry 
would have surely drilled twice as many 
wildcat wells as it did drill over the past 


two years, and this additional explora- 
tion would have surely boosted our dis- 
covery rate sharply. All that our domes- 
tic planning effort needs for complete 
revival is the stimulus of crude oil price 
increases plus adequate manpower and 
critical materials... . 

“.. . experience amply justifies the 
hope that future petroleum discoveries 
in the United States will exceed our total 
past discoveries. Those past discoveries 
aggregate some 45,000,000,000 barrels, 
a figure which includes our proved re- 
serves.” ‘ 


Untested Areas in U. S. 


It has been estimated that there are 
one million square miles of area in the 
United States that give promise for pro- 
ducing petroleum. Someone, unfortunately, 
has stated that one oil well has been drilled 
in the United States for every three square 
miles as compared with one well in every 
five hundred square miles in the rest of 
the world and cites this as reason for the 
declining discovery of new oil pools in the 
United States. This is a case where “aver- 
age” figures lead to erroneous conclusions. 
Within the states of New York, Pennsyl- 
vania, West Virginia and Ohio, there are 
over 150,000 of the total 400,000 oil wells 
in the United States. The 150,000 oil wells 
in these four states certainly are not now, 
nor have they ever been, of any benefit 
in exploring for oil in Nevada, Montana, 
Wyoming, New Mexico, Colorado, or Cali- 
fornia. 

Both Mr. DeGolyer and Mr. Ickes have 
compared the Saudi Arabian pipe line with 
the “Big Inch” which has been laid between 
Longview, Texas, and the Atlantic coast 
and argue that the oil industry did not ob- 
ject to that line. Why, then, make so much 
fuss about this one. Mr. DeGolyer says: 
“No one cried ‘entering wedge’ when the 
Government built the Big Inch or Little 
Inch Line ... nor when the Government 
' spent hundreds of millions of dollars on 
the 100-octane program.” Petroleum Ad- 
ministrator Ickes in his debate with Sena- 
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tor Moore on the Town Meeting Program 
said: “I would like to be told whether the 
building of the Big Inch pipe line put the 
Government into business. If so, then it 
went even deeper into business when it 
completed the Twenty Inch pipe line re- 
cently.” 

At the time the pipe line from Texas to 
the Atlantic seaboard was conceived and 
built, the safety of the United States was 
threatened. No petroleum or products were 
being shipped from the Gulf coast to the 
New York harbor. The normal flow of 
petroleum and products through the Gulf 
of Mexico around Florida and up the Atlan- 
tic seaboard amounted to over 1,600,000 
barrels daily. If the railroads had not done 
a super-human job in moving almost one 
million barrels of oil daily, our war to date 
could have been an entirely different story, 
and certainly the eastern seaboard would 
have suffered from lack of petroleum and 
its products. Not only would the citizens 
have suffered but the war program would 
have been seriously and perhaps critically 
retarded. 

If the United States Navy could not pro- 
tect our tanker shipments when they were 
within a stone’s throw of the shores of the 
United States, then how do we expect to 
protect shipments of oil that are more than 
5,000 miles from home? 

The oil producer in the United States 
says, “Give us materials, manpower, and 
an adequate price for crude oil, and we 
will find the necessary supply of oil within 
the borders of the United States.” If the 
oil industry is wrong, then the proper 
place to overcome the deficiency in oil sup- 
ply is the Western Hemisphere, our nat- 
ural sphere of influence. There are hun- 
dreds of thousands of square miles of land 
which have not been prospected in Canada, 
Mexico, and South America. 

Henry L. Stimson, Secretary of War, in 
a letter to Senator B. K. Wheeler, Chair- 
man of the Senate Committee on Inter- 
state Commerce, under date of March 
22, 1944, wrote: 


“The War Department believes that 
Petroleum Reserves Corporation is a 
proper instrumentality of the govern- 
ment to accomplish the purposes set out 
in its charter.” 


Charter Permits Monopoly 


The charter states that the government of 
the United States can embark without 
reservation in the production, refining, 
transporting, marketing and _ other 
branches of the industry in foreign fields. 
Among the objects and purposes are, “to 
buy or otherwise acquire reserves of 
crude petroleum from sources outside the 
United States.” It states explicitly that 
this includes, “the purchase or acquisition 
of stock in corporations owning such re- 
serves or interest therein.” The govern- 
ment corporation could buy out American 
oil interests abroad and apparently has the 
power of condemnation in the phrase “or 
otherwise acquire.” Its charter is broad 
enough to permit government monopoly 
in foreign oil operations. 

If one has any doubt about the plans of 
the government after the statement by 
Secretary Stimson, then let him refer to 
the testimony of Secretary of the Navy 
Frank Knox before the hearings on the 
Navy Department Appropriation Bill for 
1945 in which he said: 


“They (Standard of California, and the 
Texas Company) were not able to op- 
erate to any great extent, or any extent 
at all, I suppose, but they made some 
prepayments to the Arabian Govern- 
ment in anticipation of royalties running 
up to several millions of dollars. .. . 

“Eventually the American companies 
became a little alarmed over the situa- 
tion. . . . They came to us in a state 
of concern and urged the American Gov- 
ernment to protect these American- 
owned deposits (in Saudi Arabia)... . 
The first proposal discussed was to buy 
them out. They would not talk of that. 
Then we discussed for some time a 50-50 
ownership and that was finally declined. 
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Finally, we got down to a discussion of 
a third ownership by the United States. 
... The proposal was made that we buy 
a third interest on the general theory 
of repaying to the two companies (Stan- 
dard of California and the Texas Com- 
pany) just what that third interest 
would cost them, . . . Negotiations col- 
lapsed. 

“Then we started to make some plans 
to build some refineries in that area but 
not in the field. Under that condition of 
affairs, the negotiations were reopened 
on the basis of building a pipe line from 
the Persian Gulf to the Mediterranean 
to make this oil available quickly and 
cheaply to the Mediterranean and to 
Europe. ... 

“It protected American ownership in 
these tremendous concessions; that was 
the major factor, because we assumed, 
and I think it is a correct assumption, if 
the United States Government was vital- 
ly interested in this field, no one is going 
to come in there or take the concessions 
away, and it did give us this tremendous 
reserve as a military reserve not to be 
drawn on unless needed at a guaranteed 
low price.” 


Army Protection Required 

If this Saudi Arabian pipe line is com- 
pleted, the government of the United 
States would have to send its army and 
navy to the Middle East to protect a pipe 
line that should be an ordinary business 
venture with the usual business risks of 
foreign operations. Cram’s Atlas of the 
World, under the descriptive text concern- 
ing Iraq, illustrates the dangers inherent 
in government ownership of property in 
this area. It states in part: 


“When Iraq refused to permit British 
troops entrance to Iraq to protect her 
oil interests in that country, war be- 
tween the two countries broke out in 
May, 1941. The trouble was soon quelled 
by British troops and, at the time of 
going to press, Great Britain has 
gained control.” 


What can be the reason for the govern- 
ment’s wishing to enter this hotbed of 
the Middle East? If Russia and England, 
or either, are Allies of the United States, 
then the United States Government does 
not need to be in the pipe line business 
across Saudi Arabia. If either or both of 
them are our enemies, then we are simply 
building equipment and reserves for them 
to take over in the event of another war. 

What about the 1,000,000,000 barrels 
of oil reserves for the United States Navy 
that are mentioned so freely? They are a 
complete illusion. All of the reserves of our 
nationals wherever situated are available 
to our country in time of war. The oil 
reserves of the United States developed 
by private initiative, private enterprise 
and freedom of action are the ones that 
are being used to win this war. They are 
not the reserves of the Anglo-Iranian Oil 
Company which are mentioned so many 
times as an example of the efficiency of 
government. participation in the oil indus- 
try by those who are uninformed or who 
wish to cloud the issue. 

The oil production of Iran during the 
year 1988 amounted to 214,000 barrels 
daily; in 1948 it averaged 215,000 barrels 
daily. The oil production of Iraq during 
the year 1988 amounted to 90,000 barrels 
daily; in 1948 it amounted to 65,000 daily. 
These are the examples of government 
ownership and participation in the oil in- 
dustry. At the same time, the oil produc- 
tion of the United States increased from 
3,825,000 barrels daily to 4,150,000 bar- 
rels in 1948 and is now at the rate of 
4,700,000 barrels daily. This is an example 
of private initiative and private enter- 
prise. The English have an oil policy and 
the United States has oil. 


Situation Is Not New 


The present situation is not a new one 
for the oil industry. A study of what 
took place after World War I makes most 
interesting reading in the light of what 
is taking place today. 
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The National Petroleum News on March 
17, 1920, stated: 


‘The cabinet officers who constitute 
what is known as the Council of National 
Defense, that is, the cabinet officers 
other than the attorney general, post- 
master general and secretary of labor, ° 
have under serious consideration four 
courses of action vitally affecting the oil 
industry of this country. Perhaps it 
might be more accurately stated they 
have under consideration four methods 
of attack against the oil industry. The 
most important of these four proposals, 
and the one which has already been giv- 
en some mention in the newspapers, is to 
the effect that the secretary of the inter- 
ior shall buy all the oil produced in the 
Osage Country in Oklahoma. . .. The 
second proposal is to the effect that all 
the undeveloped oil lands in the Osage 
be converted into a naval reserve. The 
third is a proposed globe-circling expedi- 
tion of oil specialists on the government 
payroll representing the Bureau of 
Standards, Bureau of Mines, Geological 
Survey, Shipping Board, the Navy and 
the Army probably, to report on the 
prospects of production in various oil 
fields not under the American flag, be- 
ginning with Mexico. The fourth propo- 
sition is that this government acquire 
lands in some of the foreign oil fields 
strictly for the use of governmental 
departments in combating a possible 
future oil shortage in this country. Pre- 
sumably such lands would be acquired 
on the advice of the oil specialists mak- 
ing the previously mentioned globe- 
circling tour.” 


Does this sound like what is going on 
today ? 

The New York Times on May 38, 1920, 
said: 


“Fortunately, it is simply impossible 
to discover and take out the oil 
remaining in the ground in the 
United States, 7,000,000,000 barrels, 


in so short a period as 18 years. 
Instead of mining our petroleum so rap- 
idly, we must either depend more and 
more on oil from other sources or get 
along with less oil. Our children will 
doubtless do both.” 


The National Petroleum News, May 5, 
1920, states: 


“As a remedy for the situation Sena- 


tor Phelan, of California, told the Senate 
on April 28 that he had taken up with 
John Barton Payne, head of the Interior 
Department, the plan to have the gov- 
ernment organize a corporation, some- 
thing like the Shipping Board’s Emer- 
gency Fleet Corporation, to obtain oil 
for Americans in foreign lands. Secre- 
tary Payne, in a letter, informed the 
California Senator he would be pleased 
to cooperate with him along that line. 
The Senator said he did not know wheth- 
er that letter meant much or little. .. .” 


Speaking on “The World Petroleum 
Problem — America,” at an A. P. I. meet- 
ing in November, 1920, W. C. Teagle, 
President, Standard Oil Company (New 
Jersey) said: 


“In the pursuit of this policy of re- 
striction and exclusion, the fact seems 
to have been lost sight of that it is not 
necessary for a nation itself to enter the 
oil business in order to be assured of a 
supply of petroleum, and that the direct 
governmental control of such a supply is 
of no real military value in the event of 
war. In war the resources of a country 
are directly available to its government 
without regard to the question of private 
financial interest or private title. If Brit- 
ish capital had created a producing oil 
business in Germany prior to 1914, does 
any one think that the Germans would 
have failed to seize it the moment hostil- 
ities threatened? Or that German-owned 
production in Persia would have helped 
the Kaiser? ...” 


The Christian Science Monitor on De- 


cember 20, 1920, stated: 


“British oil envoy (Sir John Cadman) 
in Washington ; mission, it is understood, 
concerns the Mesopotamian oil ques- 
tion.” 


There are many more items of interest, 
but just one more from The Oil Trusts and 
Anglo-American Relations by E. H. Dav- 
enport and Sidney Russell Cooke, British 
writers, the MacMillan Company, 1924: 


“One need not be a naval expert or 
even a retired Admiral to see that, from 
the point of view of national defense, 
the Government’s policy of owning or 
controlling the source of its oil supplies 
is entirely unnecessary. The Admiralty 
had fallen into the egregious fallacy 
that command of oil production was 
essential for command of the seas, That 
is the truth turned upside down. The 
axiom on which they might have pro- 
ceeded is that command of the seas is 
essential for command of oil production. 
And the British, having the first, need 
not have worried about the second. It 
should have been self-evident that, in 
time of war, control of the sea routes 
makes every oil field in the world a 


potential source of supply. .. .” 


Here is what an American economist, 
Joseph E. Pogue, writing in the March, 
1944, issue of the Atlantic Monthly, has 
to say: 


“It is noteworthy that the British posi- 
tion in foreign oil reserves was mainly 
established prior to World War I, while 
the American position has been largely 
attained since that event. The British 
government’s control of the Anglo- 
Persian Oil Company has apparently re- 
tarded the expansion of the British oil 
industry; otherwise, with that head 
start, the British should have gained 
precedence over United States nationals 
operating abroad without governmental 
subsidy or sustained diplomatic support. 

“It is a striking fact that the policy 
of governmental] participation formulat- 
ed by Mr. Churchill at a time when the 


British Navy was shifting from coal to 
oil was not expanded later. This was 
probably due to a realization that com- 
mand of the seas assured control of oil 
resources, regardless of governmental 
participation. In the last war, British 
needs required recourse to both Ameri- 
can and Mexican oil; again in this war 
Iranian oil for a considerable period was 
cut off from Britain by the submarine 
campaign and for the second time Amer- 
ican ofl was called upon to fill the gap. 
Nor did the presence of the British 
government on the directorate of the 
Anglo-Persian Oil Company prevent the 
long dispute occasioned by the cancella- 
tion of its concession by the Shah of 
Persia in 1982. 

“The war-engendered attitudes on eil, 
prevailing in official as well as unof- 
ficial circles, created a danger that this 
country may adopt a foreign oil policy 
which will not only impair the function- 
ing of the oil industry here and abroad, 
but will also lead to international compli- 
cations which might even produce a 
third world war. The setting in which 
our national thinking must now proceed, 
the shortage psychosis, and the tendency 
to imitate the policy of Britain without 
subjecting it to a critical analysis con- 
spire to encourage hasty action in wrong 
directions.” 


Procedure Is Dangerous 


The fact that an agreement is reached 
between Ibn Saud, the ruler of Saudi 
Arabia, does not mean that the pipe line 
will be free from interference from the 
roving tribes which make up the popula- 
tion of this kingdom. The kind of area is 
pretty well illustrated by the fact that 
American flyers going across Africa to 
deliver planes to the Russian Government 
in Iran do not fly over Saudi Arabia be- 
cause they fear that if they are forced 
down, their lives will be endangered. They 
take the long route around Egypt, Pales- 
tine, Transjordan and Iraq. 

The Anglo-Iranian Oil Company and the 
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Iraq Oil Company have many “incidents” 
where the natives shoot a hole through 
a pipe line, wreck a pump station, or kill 
one of the employees because they want 
his rifle or his clothes. These are business 
matters to adjust when the company is 
privately owned, but they can readily be- 
come “incidents” which will involve the 
United States Government in the event the 
pipe line is government owned and oper- 
ated. 

Some of you are, no doubt, thinking of 
Romanian and Russian production and 
how it fits into the world picture. Roman- 
ian production during 1988 averaged about 
185,000 barrels daily and is estimated for 
1948 at 115,000 barrels daily. No one really 
knows 1948 production accurately. In Rus- 
sia, the 1988 production was in the neigh- 
borhood of 650,000 barrels daily and is 
estimated at the same amount for 1943. 
So far as it is known, only about 15,000 
barrels daily were exported from Russia 
in 1988; it can be assumed, then, that Rus- 
sia produces almost exclusively for its 
own consumption. Here is a nation with 
a population of 188,000,000 using 650,000 
barrels daily which is at the rate of 55 gal- 
lons per year per capita against 450 gal- 
lons per year per capita for the United 
States. It shows the tremendous possibili- 
ties of increased use of petroleum products 
at the end of World War II. Russia, how- 
ever, will be well able to supply her own 
demands from her now owned reserves. 


Tanker Movements Flexible 


Postwar demand for oil in Europe is also 
bound to increase, and tanker movements 
of crude oil and refined products are flex- 
ible. As world demand for crude oil in- 
creases, additional tankers can: be used. 
With tankers there is no pressure to 
market oil that is not called for by eco- 
nomic conditions, but with a pipe line it 
is necessary to operate at capacity to keep 
costs down. The estimated cost per barrel 
to bring crude oil and refined products 
from the Persian Gulf around Saudi 
Arabia to the eastern shore of the Medi- 


terranean is 25 cents per barrel to which 
must be added a toll charge through the 
Suez Canal, which is paid to the English, 
of 18 cents per barrel making a total cost 
of 38 cents. That 88 cents per barrel ap- 
plies whether 500,000 or 5,000 barrels daily 
are transported. 

The oil cannot be moved any faster by 
pipe line than by tanker — it is simply a 
case of using the number of tankers need- 
ed to move the crude. If the pipe line is 
used to part capacity, the cost for trans- 
portation can be greatly in excess of the 
cost of transportation by tanker. Even 
under the most favorable circumstances, 
the difference in cost between pipe line 
and tanker would be only approximately 
18 cents per barrel in favor of the pipe 
line, or about a little over one-quarter of 
a cent per gallon. Is that the immense 
amount of money to be saved by build- 
ing a pipe line that will cost from 
$130,000,000 to $165,000,000 and which 
will require the United States Army and 
Navy to protect it? Morever, who will now 
say that the line would cost as little as 
the maximum estimate? Canol began as a 
$25,000,000 project and went to $135,- 
000,000; Congress appropriated $35,- 
000,000 for the Pentagon Building, and 
it has cost $86,000,000. 

The 25 cents per barrel pipe line charge 
does not take into consideration a very 
important factor. It is estimated that 
fuel for the refining of this crude would 
amount to 8 per cent of each barrel. There- 
fore, it would require the shipment of 
1.09 barrels across Saudi Arabia to ob- 
tain one barrel of refined products at the 
outlet and the transportation cost per 
barrel of finished product would not be 
25 cents but 1.09 times 25 cents or 27.25 
cents per barrel. The differential between 
pipe line transportation with pipe line at 
full capacity and tanker transportation 
is therefore reduced to 10.75 cents per 
barrel. 

The interest on investment and profits 
used in the calculated cost of 25 cents per 
barrel is based on 2 per cent interest and 
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2 per cent profit. The pipe lines of the 
United States are allowed to earn a return 
of 7 per cent on their fair value and, if 
the earnings of this pipe line were calcu- 
lated on the same basis, then the estimated 
5 cent cost would become 8.75 cents and 
the 10.75 cent margin would be reduced 
to 7 cents per barrel or about 1/6 of a cent 
per gallon. Bear in mind that this is oper- 
ating the pipe line at full capacity. At less 
than this rate, the pipe line would be at 
a commercial disadvantage. 

If these figures are true, and they are 
the best judgment of experienced oil men, 
then why build a pipe line that will re- 
quire the United States Army and Navy to 
protect it? The cost of $1380,000,000 to 
$165,000,000 does not, of course, include 
Navy bases on the eastern shores of the 
Mediterranean, nor garrisons through the 
northern part of Saudi Arabia. They do not 
count the cost of battleships and the main- 
tenance of the thousands of sailors and 
soldiers necessary to protect the pipe line, 
pumping stations, and terminals. 


Robey Summarizes Project 


Ralph Robey writing for Newsweek, 
March 20, 1944, summarizes the project 
as follows: 

“1. It will be of no possible aid to the 
the war effort. Even Ickes admits 
that it will take two years to com- 
plete the pipe line. Granting pres- 
ent military opinion is within gun- 
shot of being right about the term- 
ination of the European war, there- 
fore this must be considered a post- 
war project. Further, bear in mind 
that the proposed pipe line would 
only deliver the oil to the eastern 
end of the Mediterranean. In case 
of future troubles, therefore, we, 
or our Allies, would have to control 
the Mediterranean in order to as- 
sure getting the oil. 

. It will not increase our oil reserves. 
American companies — Texas, 
Gulf, and Standard of California — 
already have concessions to these 


# 


f 
oil fields. Having the government 
become a participant with these 
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- ernment was a participant. Vene- 
‘guela is a case in point.” 
LP.A.A. Views Outlined 

To criticize is one of the easiest things 
that any one can do, Constructive criticism 


1. That the Government of the United 


States should establish and main- 
tain a consistent foreign oil policy : 


"Ai By giving necessary and 


dinal principle in such foreign 
oil policy of the government of 
the United States that the 
government itself will not 
, directly or indirectly engage 
in foreign oil ownership, ex- 
ploration, development, or op- 
eration, either in a sovereign 
or proprietary capacity, or 
through the media of. owner- 
ship in corporations or other 
agencies engaged in the 
petroleum industry. 


2, That if this’ pipe line is justified 


by economic conditions, it can be 
financed through a loan which 
would be guaranteed by the com- 


- panies. If it is not justified on an 


economic basis, then it should not 
be built, Government, ownership is 
not necessary. . 


. No shipping space needed to carry 


on the successful prosecution of 
this war and no equipment needed 
in connection with the production, 
refining, or transportation of 
petroleum in the United States 
should be used in the construction 
of this line or any similar one. 


The oil reserves of the United States 


is much more difficult. What does the inde- were developed under private initiative and 
pendent oil producer believe. should be private enterprise. If this pipe line is built 


done in this:case? The Independent Petrol- 
eum Association of America believes: 


before there is a market for’ the oil, it 
will mean a depressed domestic oil indus- 
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try which will discourage the efforts of 
aia tetevteta. Mri ot this eorly date a 
group who were contemplating a joint ven- 
ture in Venezuela have called off all plans 
until they see the outcome of this line. 
Sean titties 


the United States, in the event of another 
war, would be dependent on. foreign oil. 
Had that been the case in this war, no 
one will deny but what the Allied Nations 
would have been in serious danger. In fact, 
they could not have carried on. 

There is no more logic in saying that the 
oil for our nationals should be produced in 
Saudi Arabia than it is to say that our 
wheat should be grown in Canada, our 
beef in Argentina, our steel produced and 


finished in Mexico or our silver and zinc 
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produced in South America. Why use our 
own coal? Germany and France have some. 

The world has grown smaller, but dis- 
tance still is a formidable ally. The long- 
est twenty-two miles in military history 
are those between Dover and Calais today. 
Domestic resources will still be the most 
inaccessible to the enemy and the most 
accessible to us, and, therefore, they will 
be the ones a wise government and a 
prudent public should seek to develop. 

If this Saudi Arabian pipe line is car- 
ried to completion, instead of protecting — 
our country in the event of another war, 
it can readily lead us into a third World 
War. The effect from it could lead to stag- 
nation in the domestic oil industry, one of 
our most vital weapons of defense. 

The Petroleum Reserves Corporation 
should be dissolved and the contract “in 
principle” with the three companies should 
be canceled in the interest of the domes- 
tic oil producer and the welfare and secur- 
ity of this nation. 


From the United States in 1938 to: 
BARRELS 
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‘York — Present 
day, modern tanker, 
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APPENDIX 
Table I 
Exports 
From South America in 1938 to: 

BARRELS 

TOTAL PER DAY 

DOD ssssiseitas spent braved 298,800 

I i ictitidpcsnsenigountiisa 44,300 

co, ee eee 188,000 

United States .............. 140,000 

446,600 Oceania 0.00.00... 9,500 
-Table II 


Competitive Value 


_ Total competitive value - 
f.o. b. New York ..........00..0000000. 


Present tax on imported oil from 
countries having “friendly 
nations contracts” 


Total cost including tariff .............. 
EAST TEXAS OIL miles, 
Market Price ...................... $1.25 
Gathering charge — Pub- 

lished rate .................00.. 05 
Pipe line to Gulf—Pub- 

lished rate .................. ‘a, 2a 
Loading at Gulf port .......... 02 
Tanker to New York. Pres- 

ent day modern tanker, 

American crew. Foreign 

crews cannot operate. 

intercoastal vessels ........ .20 





Total f.o.b. New York .. fe ee 


Balance in favor of Arabian oil 


OT aie |) a ee 


16 


TOTAL 








Additional Copies of This Address for Your 
Use Will Be Supplied Upon Request by— 


Independent Petroleum Association of America, 
706 Thompson Building, 
Tulsa, Oklahoma. 





INDEPENDENT PETROLEUM ASSOCIATION 


OF AMERICA | 
=” 
National Headquarters | . Washington. Office 
706 Thompson Building,  * 500 Investment Building, 
Tulsa, Oklahoma. Washington, D. C. 


Office of the President 
101 Main Street, 
Bradford, Pennsylvania. 
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My dear Mr. Zook: 

The receipt is acknowledged of your letter of 
April 28, 1944 transmitting a copy of an address which 
you were seheduled to deliver on that evening before 
the Directors of the Independent Petroleum Association 
of America. I appreciate your courtesy in supplying 
to the Department of State a copy of this address. 

Sincerely yours, 


For the Secretary of State: 


E. Wilder Spaulding 
Acting Chief, Division of 
Research and Publication 


K President, Independent Petroleum nal. 
8/CR Association of America, cammeaail 
i 101 Main Street, 
? Braéford, Fenneylvania. 
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DEPARTMENT OF STATE 


ASSISTANT SECRETARY 


April 20, 1944 


Mr. Berle: 


The points that are made in Mr. Mason's letter, 
end in the attached OSS memorandum seem to me, in general; 
to be very well taken. beg 


A 

His fear of arousing RubeLEe susnicions if we orient 
our policy towards Britain, however, seems to me to be 
somewhat exaggerated. This is based on the assumption 
that our first effort will be an even-handed attempt to 
work with both countries towards a ;-eneral security sys- 
tem; and that we would not vut ourselves in the nosition 
of appearing to orient our volicy towards Britain unless 
and until we were confronted with failure in our efforts 
to secure a general system of security. The question 
cannot be allowed to arise as long as there is reason- 
able hope of establishing a general system of security. 
“hen and if there ceases to be a reasonable hope, the 
danger of arousing Russian suspicions will be nart of 
the price we will have to vay for the policy of closer 
friendship with Britain. In view of the United hins:dom's 
geographical location as an outpost of security for us; 
to say nothing of less ronderable reasons it is not too 
great a price to nay. 


I agree with Mason that we can “recognize the fact 
that, in a final showdown we shall come to England's aid 
without at the same time attempting to support her posi-<-_, ay 
tion on the questions which crowd to the fore in the =5% 
postwar period", ree 


~ 


} % 
; 
The O88 memorandum seems to demonstrate pretty a 
clearly that the Saudi Arabian pipeline cannot stand up 
as a war measure. It could not be comnleted until 1946. 
Additional refinery facilities would apparently also be 
needed, since there is no assurance that such facilities 
will be left intact in liberated areas. Moreover, the 
end of the line in the eastern Mediterranean is very 
little nearer to the presumed theatre of operations in 
Western Eurove, than our sources of supvly in the ‘/estern 
Hemisphere. On the other hand, the haul from the Persian 
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Gulf to the most distant sectors of the Far Eagtern theatre 
48 not much longer than from our west coast. +he memor- 
andum concludes that, as a war measure, the same amount 

of money put in additional tankers would be better snrent. 


As a postwar measure, it is pointed out that the 
diversion of effort and materials during the war is not 
justified. It would be better to wait and assess the 
situation in the light of the circumstances as they appear 
after the war. Moreover, assuming sufficient technical 
justification for the pipeline, the political implizvations 
of such a venture by this Government are serious and far- 
reaching. It is here that, it seems to me, the document 
that was pleced before the Policy Committee, ECA-5, was 
incomplete. We would clearly find ourselves involved in 
Middle Eastern politics, without having the vower 
commensurate with our commitments, to exercise control 
over the course of events. We would have to have arrange- 
ments with the British, amounting to an alliance, to 
ensure access to the eastern lfediterranean; and similar 
arrangements with both the British and the U.&8.S.R. 
to ensure the security of the line and of the oil fields. 
In the absence of such arrangements, our whole position 
would be hazardous, andéprobable source of dangerous fric- 
tion with both the British and the U.S.8.R. 


It is of prime importance to us to husband the oil 
resources of the Western Hemisphere. This need can be 
met by a develovment of such resources in the lHiddle 
East commensurate with the needs. There is nothing to 
show that the pipeline is a necessary part of such a pro- 
gram; and, according to the memorandum, the 300,000 
barrels per day that the line would deliver would far ex- 
ceed the amount of oil that Europe will need to import 
in the immediate postwar veriod. "The pipeline will 
be economically justified only after there has been a 
considerable expansion of demand in Eurove and when long 
term planning is once more possible, that is, when all 
the relevent facts, such as the size of the European 
refining capacity remaining after the war, are available 
and when provision can be made for adjusting the Western 


Hemisphere oil economy." 
te 


RGH: dmh 


CLASSIFIED WAR DEPARTMENT MAY 4 1943 

B A SD) os @ 
E.O. 11962, Sec: aE) cont WASHINGTON, D.C. Sy MR, ALLING Ke 
/) cogil verter. MBy 3. LEYLE AT, EYT OF S\ 

‘ S Date-O4 


=) 
on 
z 
uu. 
= 

oe 
1 2 28 
~ 
14. 
uw 
Pa) 











a “ene EASTERN AnO y; ‘Fig ~ 
A DEPUTY viKECIOR HN\ 


SKHCREIT 






de Protec. 
= pac EPAR I ME RY Of STAVE ‘4 . tae 


‘ i 
BD | ‘ 4 ' 


> ~ raeeasy of State. 
D 
= : er! of _ dee 9 We ¢- q 


ERN are | 
al Mr. Secretary: AIRS Fen ( oo 
=a Our ' 


In view of American national interest in the petroleum resources 
of Saudi Arabia and the President's desire to safeguard that interest 
through additional financial and economic aid, the United States has 
considerable interest in a sovereign nation which is also of undeniable 
importance to the British Empire. This situation can be approached 
either on a basis of mutual cooperation or on one of undisguised compe- 
tition with the unstable goodwill, favors, and ultimately, the oil of 
Saudi Arabia as the stakes. Recent developments indicate that the 
present approach is competitive. 


Specifically, the recent British proposal to send a separate 
military mission to Saudi Arabia to train a Saudi Arabian Army is an 
example. A small training mission to instruct the Saudi Arabian Army 
in the use of arms and equipment allocated to that country by the 
Munitions Assignment Board from United States and British sources has 
been organized by the Commanding General, United States Army Foroes in 
the Middle East, and will shortly proceed to Saudi Arabia. It seems 
quite undesirable to have a separate British mission in another part of 
Saudi Arabia training a different portion of its army without coordina- 
tion with the United States. The consequences of such a situation 
involving as it would various parts of the Saudi Arabian Army composed 
of tribesmen who are not always too friendly with each other, might be 
unfortunate. If the British wish to be represented, however, there 
could be no objection to a small British mission working in collaboration 
with the American Mission. 


cei /e9gc9° 3068 


Another example is the British proposal to repair the road 
from Jidda to Riyadh. Discussions on road construction and repair were 
held between King Ibn Saud and General Royce, the American Commander in 
the Middle East in 1943. Here again it does not seem desirable to have 
the United States and Great Britain engaged in separate uncoordinated eS 
actions on the same project. m 


It is realized that many situations of this type may arise U Bh 
because of the willingness of King Ibn Saud to play each nation against/—) © a 
the other as a means of obtaining the assistance he desires. It is thes. 
opinion of the War Department that it would be highly desirable to-; pa “J 
establish a definite policy of Anglo-American cooperation in affairs > oe 


SHCORBT y? 


SOP SHCRET 


pe. te Saudi Arabia, based on an understanding that the 
interests of both nations will be mtually respected. In any event, 
the War Department requests an indication of the nature of any - 
assistance it may be called upon to render in support of national 
policy in Saudi Arabia in order that such projects may be properly 
considered in the light of direct war requirements prior to a de- 
cision as to the scope of definite commitments. 


‘Sincerely yours, 


Secretary of Wer. 
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The Honorable a ee 
ay Secretary of State, | 
Washington: E fur 
Sir: | -NO N 549 b E / 

I have the honey to ‘aeknpwl edge receipt of the 
Department's instruction no./129 dated March 29, 1944, 
regarding the British attitude toward oil development 
in Saudi Arabia. 


The British Minister to Saudi Arabia, Mr. S. R. 
Jordan, takes an attitude similar to that of the 
British Ambassador to the United States. Mr. Jordan 
has, however, shown a great interest in the affairs of 
the Arabian American O11 Company ever since he arrived 
in Jidda late last summer. 


Me began by sending members of the British 
Legation clerical staff to inquire of the ofl company 
officials the details of the relations and trans- 
actions between the oil company and the Saudi Government. 


When this produced no result, he went in person to 


secure the desired information, or as much of it as was 
obtainable. Later on, he made a number of inquiries 

of the Saudi authorities, and secured from the Bureau 
of Mines and Public Works a copy of the ARAMCO 
concession, 


Recently, I am informed upon god authorit he 
asked the Acting Focehen Minister, Shaikh YUS "YASSIN, 
if ARAMCO had applied to the Saudi Government for areas 
additional to the present concession. Shaikh Yusuf is 
said to have replied that he knew of no such application. 


Respectfully yours, 


tuse/ hon §— 
ames ? Moose? jr. 


To the Department in ozalid. 
863.6 
JSM/c jm 
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I was informed on’ May 2 by a high officer of 
PAIFORCE that PAIFORCE has been informed within 
y2 the last 2 weeks by the British War Office that 
ait ; the Saudi Arabian Rgfinery is not considered as a 
7 war enterprise and therefore should not be accorded 


war priorities. 


GEl/2929° 3068 


It would appear that if the combined Chie fs-of- 
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Staff have agreed to this certification oo 
in Department's instmuction/151, Merch a aT 
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not so informed British War Office. Since PAIFORCE 


2 
°o 
= 
= 
= 
= 
S 
= 
2 
a 
ro 
» 
at 
° 
Ey 
a 


(British, Persia and Iraq forces) is in charge of 





the allocation of most tugs, barges and other un- 
loading equipment in thw Persian Gulf, it is 
Essential that it be advised by the British War 


Office of the wartime character of the refinery 
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It is hoped that the Department can bring the 
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“-2-$103, May 4, 1-p.sm. from Baghdad vie Army, 





‘urgency of this-matter to the attention of the 
Wer Department. Sce Baera's telegram April 24 
and Department4s reply there to of April 28. 
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WILL INDICATE WHETHER TO BE TRANSMITTED 
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Co 
War Department states it has taken up recently the = 
C 
problems described in your 103, May 4, 1 p.m. with the af ih 
War Office in London, which is understood to have issued i 
appropriate instructions to PAIFORGE to extend needed 
facilities and to make certain equipment available in Si 
= 
connection with Saudi Arabian refinery project, i 
Please state whether PAIFORCE has now received these 
instructions from London and whether it is now prepared to 
treat this as a war project. 
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a sy7oq 
“3 < The Charge d‘Affaires a.i. has the honor to report that 


the information provided in the Department's Confidential in- 
struction No. 185 of March 29, 1944, on the above subject, has 
been supplied today to the Acting Minister of External Affairs 
of the Dominion of New Zealand. 
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QONFIDENTIAL 


No. fsx 


To the 


Officer in Charge of the American Mission, 
‘Jidda. 


The Secretary of State encloses for delivery to 
the local representative of the Arabian American 011 


ie Company, if no objection is perceived to doing so, a 


Certificate of Amendment of Certificate of Incorporation 
of that Company. There is also enclesed for delivery 
te. the Company's representative a communication from 


Mr. K. H, Beekhuis, of the head office of the Company in 
San Francisco. 


L’ Enclosures: 


1. Certificate of Amendment 
of Certificate of Incorpora- 
tion. 

2. Communication from Mr. K. H. 
Beekhuis to the Arabian 


American 011 Company, Jidda, 
Mareh S51, 1944, 
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Sen Francisco, Celifornis 
Merch 31, 1944 


CHANGE OF NAME 


F-2) 3 pe 


ARABLAM AMERICAN OI. COMPANY 0” 
Jeddah 
Beudi Arebie 





Plesse refer to our cable 774, sent Februery 3, 1944 to 
Dhahran, notifying you of the chsnge in the Cor .sny neme, in which 
you were acvised that « certificete df tne change of nime would be 
sent for use in officially notifying the Saudi Areb Government. 
Reference is siso mede to mr. Roy Lebkicher's letter #124, deted 
February 7, 1944 to Najib Bey Salha. 


A copy of the Certificate of ‘mendment changing the name 
of the Company to Arabian Americen Oil Company, duly certified by 
the cecretary of State of the Stete of Delawsre, snc the authenti- 
cetion of the Secretery of Stete's <ignature by the Secretary of 
State of the United States is enclosed for this -urpose. 


There hes been consicer: jie discussioa here es to whether 
it is necesssry to file such « jocusent with the Saudi /Areb Govern- 
ment. The files in Sen Frencisc« indicete thet certified copies of 
the By-Laws, Articles of Incorporstion, snd Amendment of Articles of 
Incorporetion had been filed with the § 42.6. on September 14, 1939 
by Mr. W. J. Lenshen. It wes sgreed here thet, since there is 2 
legtl requirement for the registretion of comserciel companies, end 
since we heve already filed cert:in documents, it wouid be desirszble 
to file the Certificste of Amendment cove ing the chenge of neme, 


The attsched document will serwe as the Company's official 
notice to the 6.A.G. of the change in name, and completes the require- 
ments for such notific: tion us far as is known, 


We would appreelate your filing the document in the proper 
menner with the government. 


AKABIAN AMERICAN OIL COMPANY 


ORIGINAL siGnen 
ist /ir Mail $2} 
znd Air Mail (1 


cc: Dhahran Office 
éc: Mr. Garry Owen/ 
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the Union Government e fet hota the Deprrt.went'e 
inetruction No. 126 dated Merch 2v. 1944, and its en- 
closure, relative to the essential wartiwse character of 
the undertakings of the Aretian Awerican 011 Coupany in 
Seudi arabia. 
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Aw26, April 25, moony 19bb. <4. f: 63267 /! 

Referesce Departiaeant's itnetrustion no,/1i51 cated 
Mareh 29, 1Ybé. 

The Legation has today infermeé tho Ministry for 
¥oreign affaizs regurding the eesentiality of the 
Art vien-~dutericen G11 Geupany’s operations. 
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There follows & quotation, from a letter which 


TN 


I received from Joe.Gray this morning: 


"You might tell Mr. Stettinius that the 
Secretary has spoken several times about the 
story described in the enclosed clipping ex- 
pressing concern about the implications con- 
tained therein relative to the Department's 
alleged failure to help obtain concessions in Saudi 
Arabia (he has read likewise its companion piece - 
the report of the Congressional Committee on the 
matter). He wonders why the Department didn't 
in its statement on Saudi Arabia concession say 
no help was requested, if such was the case. He 
also said, why didn't somebody in the Department 
call in Mr. McNeil and give him the facts and 
say that perhaps he might want to use them in 
correcting his story. Also the Secretary wonders 
why Mr. De Golyer, an employee of the Government, 
finds it necessary to be airing his views (if he 
has actually been talking as freely as the story 
would imply)." 
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Yank Industrialists.Qutmaneuver 
Japs and Nazis for Oil Reserves 


By MARSHALL McNEIL 


A story of American industrial diplomacy which won out over urgent offers from the Japs and 
nd thus made available to this country 


Germans, without assistance from _o 
one of the world’s vastest oil reserves, 1s expected to be told to the new nine-man super-committee 


to recommend an American petroleum policy. 


the Senate probably will set up 

Creation of such a body was pro- 
posed: formally to the Senate yester- 
day by its Commerce Committee. The 
super-committee would be composed of 
two men each (one Democrat and one 
Republican) from the Senate's Com- 
mittees on Foreign Relations, Inter- 
state Commerce, Commerce, and Public 
Lands, The Vice President would ap- 
point the ninth member, thus giving 
Democrats a 5-to-4 advantage. 

There is a report that Sen. 
Joseph O'Mahoney (D., Wyo.), who 
was chairman of the famous “Monopoly 
Committee,” and who has investigated 
domestic oil] resources, may head the 
super-committee. 

One of its first jobs will be to in- 
vestigate the agreement between the 
Petroleum Reserves Curp. (a Govern- 
ment unit) and the Arabian-American 
Oil Co. to build a 1250-mile crude-oil 
pipeline from the company’s vast con- 
cession in Saudi Arabia to the Medi- 
terranean—perhaps to Haifa in Pales- 
tine. The line would cost 130 to 165 
million, to be repaid to the Govern- 
ment over 25 years. 

This 400,000-square-mile concession 
in a Biblical desert land along the 
Persian Gulf is available to this coun- 
try because Lloyd N. Hamilton of 
Standard Oil of California, outmaneuv- 
ered Axis agents who wanted the oil 
badly And he did this without Govern- 
ment help. —=————— 


“~ONE OF BEST IN WORLD 

The_State Department admits this, 
saying: “It is probable that the total 
absence of any pressure on the part 
of the American Government was one 
of the deciding reasons for the award 
of the concessions to an American 
company. In fact, when extended con- 
cessions were negotiated in 1939 Ibn 
Saud awarded the concession to the 
Arabian-American Oil Co., even tho 
this private company offered less than 
Government-controlled Japanese and 
German companies, whose diplomats at 
Jidda were extremely pressing with 
their offers.” 

The department added that “this 
concession and its extensions give the 
Arabian-American Oil Co. one of the 
most promising fields in the world.” 

This judgment has just been af- 
firmed by E.DeGolyer, world-famous 
petroleum geologist, who recently re- 
turne@ from that area as a consultant 
for Petroleum Reserves Corp. His re- 
port, still in preparation, doubtless will 
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—News-Acme 
This wounded 14-year-old Yugoslav 
partisan sees his outlook brightened 
as he arrives on the Isle of Malta 
for peace, quiet and decent hospital- 


ization. 





figure in the super-committee'’s in- 
quiries. 

Mr. 
that the only way to describe probable 
oil resources out there is to say there 
is oil enough. They interpret this to 
mean that there is oil enough for all 

e calls on these fields for an 
indefinite period of time. 

Having won the concession from 
King Ibn Saud, Standard of California 
arranged with the Texas Co. to become 
half owner of the operating company, 
Arabian-American, because Texas has 
long had a great marketing system in 
the Middle East. 

In addition to successful drillings on 
Bahrein Island, Arabian-American has 
drilled 20 wells at the Dammam Field 
on the Persian Gulf side of Arabia; 
three or four wells at the Abyuaig 
Field, 50 miles west of Dammam; and 
one well at Abu Hadriya Field, north 
of Dammam. All are producers. PRC 
officials say that about 150 wells have 
been drilled altogether in the Persian 
Gulf area—and “they managed to find 
one dry hole.” Actual proved reserves 
in Saudi Arabia and Bahrein are esti- 





DeGolyer has told associates 


mated at two billion barrels. Indi- 
cated and proved reserves in those 
areas are estimated at four to five 
billion barrels. | 

The Arabian-American Oil Co. got 
its concessions, which extend to the 
year 2003, on the basis of a cash pay- 
ment of advance royalties, plus an | 
agreement on royalties for all oil re- 
moved from Saudi Arabia, and these 
constitute an important part of King 
Ibn Saud’s income. But the American 
company has done much more. It has 
improved the water systems of the 
country, undertaken reclamation prod- 
ucts, opened schools and hospitals and 
started agricultural training based on 
American methods. 

That these activities will be con- 
tinued under PRC's agreement to build 
the big pipeline is shown in the “out- | 
line of principles” it has signed with | 
Standard of California and the Texas 
Co. This outline states that “it is the 
desire of the U. S. that American na- 
tionals that enjoy privileges with re- 
spect to petroleum in countries under 
foreign governments shall have an ac- 
tive concern for the peace and pros- 
perity of such countries” and _ that 
their sovereignty and political integ- 
rity shall be protected. 
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Reference is made to Mr. Renchard's memorandum of eine 


February 28, 1944 addressed to you enclosing a quotation 
from a letter received from Mr. Gray concerning Mr, McNeil's 
article regarding the manner in which the Saudi Arabian oil 
concession was obtained. 


wa 
It is noted that Mr. McNeil in his article quotes a 8 
sentence taken from the Department's report to the Truman > 
Committee, This sentence, however, is taken out of its i 
context and by itself creates an inaccurate impression. ° 
This sentence is quoted below together with the two preced- e)) 
ing sentences, the second of which is underlined, not appear- ‘. 
ing in Mr, McNeil's article, J 
Cy 
oe 


"This concession was obtained in 1933 by the 


(a subsidiary of the Standard 011 Co. of California es) 
and the Texas Co.). While no intervention by the — 


( 37 company now known as the Arabian-American 011 Co, 
74° { 


Department was necessary in order to secure equal 
Opportunity for the American company interested in 
this concession, the Department's carlier efforts 
which had resulted in the Bahrein concession put 
the company in a favorable position in its negotia- 
tions with the Arabian Government, It is probable 
that the total absence of any pressure on the part 
of the American Government was one of the deciding 
reasons for the award of the concession to an : 
American company. In fact, when extended conces- * 
sions were negotiated in 1939 Ibn Saud awarded the . 
concession to the Arabian-American Oil Co., even © 
though this private company offered less than 
government-controlled Japanese and German companies, 
whose diplomats at Jidda were extremely pressing 
with their offers, " 


Mr. McDermott telephoned Mr. McNeil and pointed this 
out. Mr, McNeil admitted that the sentence which he quotes 
would give a different impression from that conveyed by the 
whole paragraph. He said that he would correct this inaccurate U 
impression in a subsequent article on oil. 


It is believed that the comments Mr. McNeil attributes _s 
to Mr. De Golyer apply only to the following quoted sentence: J 


"Thi g 


-2- 


"This concession and its extensions give the 
Arabian—American O11 Co. one of the most promising 
fields in the world. * 


The sentence quoted above is believed to be an 
accurate statement and it does not appear that Mr. 
De: Galytr was referring to the previous sentences. The 
fact that there are very large quantities of oil in 
Saudi Arabia is common knowledge, and it is considered 
that Mr. DeGolyer is not abusing confidence in discussing 


this fact in the manner in which it is alleged that he 
did. 


Charles B, Rayner 
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= I have ene/nonor to refer to tment'ts 
Instruction No4733 of March 29, 1944, directing the 
Legation to a igo various government agencies of 
the essentiality of the operations of the Arabian 
American 011 Company in the Middle East. 


The Director General of the Egyptian Foreign 
Office has been informed verbally of the content 
of the instruction under reference, and an Aide- 
Memoire was left with him at the same time. The 
principal American Representative in the Middle 
Rast Supply Center has been requested, in writing, 
to place same information on record with the 
Center. Similarly, the British Embassy in Cairo 
has been asked to {nrorm the Ministry of War Trans- 
port and British Military Headquarters, while a 
further communication in the same sense has been 
sent to the Chief of the International Division, 


USAFIME, Cairo. 


Respectfully yours, 





Jo 
Charge d'ATfires, 


UNITED STATES OF AMERICA Lee 
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VMT-263 Baghdad via Army NE 
This telegram must be . a 
closely paraphrased be- Dated May 19, 1944 

fore being communicated by —f- 
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to anyone. (SC) Rec'd 12:15 p.m 








| DEPARTMENT Of STA 
Secretary of State, Xx 


Washington. 
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One. The absence of Brigadier Jackson, who has just 


115, May 19, 9 a.m. 


returned to Baghdad and who is in charge of this matter, 
“: £4 Fusesfivs 
(037 has delayed reply to your 77, May 

gH 4 Two. Brigadier now states that (4) no instructions 


have as yet been received from London reclassifying Saudi 


%* 3068 


Arabian reiinery project irom "long range" to war enter- iN 


prise or requesting equipment to be made available to that 







project; (B) even if a high priority should be assigned, 
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equipment may not be made available to that project unless 


> 


‘ep 


IWIWIE¥d30 


specific orders should be transferred to it from other high 


— NOAR LS 


priority projects; (C) PAIFORCE is making available to 


3Q NOISIA!Q 
fA 


vv6l 1 AV 


Bahrein which is classified as a war project one tug and 


JLVIS : 


four barges. 


SG4UD3u & > 
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Three. The Brigadier expressed a desire to ae 


hue 


> 

but took the attitude that nothing could be done for the ad 
Pg, es 

Saudi Arabian refinery pending the receipt of specific in- Ly 


structions from London. 


‘Four, 


~ ae 


nite 





#113, May 19, 9 a.m., from Baghdad via Army 


Four. In view of forecoing, it is hoped that in- 
structions from War Office to PAIFORCE will include a 
list of equipment to be made available to Saudi Arabian 


refinery project. 
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coMERICAN CONSULATE GENERAL, 
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DEPARTMENT OF STA 
SUBJECT: Request for Priorities for the Arabian 


1—1085 American 011 Company. 
Fy £ Déstridutio, ~ ne ee 2 . (VA | Oly 
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In compliance with the tment's confidential third- 


the honer to report that the Consulate General has notified 
the Governments in this area regarding possible requests for 
priorities for the Arabian American 01il Company. The Chief 
Secretary to the Conference of (British) East African Govern- 
ors was also notified since that officer is in charge of air 
priorities. 


person instruction of March » without file number, I have 
a0. 0303 


it Ola ff Bot 


‘Referring to despatch No/716 of April 14th and other 


despatches forwarding confidential material from Caltex (Africa) res) 
Limited to the California Texas 011 Company, Limited, New York, Te) 
it may be added that the Arabian American 011 Company is associ- oO 
ated with Caltex (Africa) Limited of Nairobi and it is thought nN 
that requests for priorities may be transmitted by the head e 
company in the United States through Caltex. 0) 
ON 
Respectfully yours, 0) 
ON 
~ 
Willard Quincy Stanton Ol 
American Consul ol 
= 
Cc 
= ‘tat 
869.6/820 a 
WQS/emn : eT mac Wt 
To Department in original oo ig MANAGED 
Copy to Consulate at Mombasa me |, en. | 
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\ whit sECTION ‘ 
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B90f .6363 
CROSS-REFERENCE FILE 


NOTE 


Protection of the American oil concession and interests in 
SUBJECT Saudi Arabia: 


Submits proposed policy of United States and British Govern- 
ments relative to - 


t ™ 5 


For the original paper from which reference is taken 


See __ Tel. #93, noon ss 


(Despatch, telegram, instruction, letter, oto.) 


Saudi Arabia 


Dated _ May 11, 1944 G ssall 
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Ci MMUNICATIO DIVISION OF May 15, 1944. 
AND RECOR FAR FASTERN AFFAIRS 
SSUBVJECT:: Operations of the Arabian American Oil 
Company. : pen emaeiitel 
ee og tad | tes) 
For hee! T* ; - rer | 
\ 
SIR: 
ese y &o « e 3 M4 “Lor 
f 
I have t honor to acknowledge the receipt of 
the Departmeny's confidential memorandum instruction 
of March 29, /1944 (no file number) directing me to 
inform the appropriate authorities of the Palestine 
Government of the essential character of the oepera- 
tions of the Arabian American O11 Company, and to 
report that notification was sent to the Chief 


Secretary of the Government of Palestine on May 2, 
1944. 
I am now in receipt of a reply indicating that 


the Government has taken due note of the content of 
communication, and will grant to the company all 


facilities which may properly be accorded. 


Respectfully yours, 


WZ Za 


Le C. Pinkerton 
American Consul General 


File No. 863.6 
cTs/ep 
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While here in Ingland I have been waching carefully the 
— ae in Arabia and particularly the pipeline. On April 15 I saw an 
item in the press that Ibn Sa'ud had appointed an English oil expert and that , 
there was a talk that he would not permit the building of a pipeline. Of course 
I didn't beliew that he would eventually refuse it but it kind of sounded that 
there was a little misunderstanding. 


Oo 
I believe you know my background and my knowledge and Tl 
acquaintance with the Arabs. I am inclosing a brief copy of my history. Also °* | 
I wish to mention that since last August I have been attending Military Govern4)) 
ment and Civil Affairs Training Schools (Yale University} and at the present 
I am a menber of that group in England and eventually will be a member of the 9) 
Uilitray Government in Europe. = 


. I have been trying to be assigned to the liiddle East. I don*t 
believe that the U. S. Aymy has anything to do in line of Civil Affairs in 

the Middle East. I wonder if you could arrange so that I may be assigned to © 
the U. S. Legation in Cairo or in the Levant and work as liaison officer 

there? I believe that I can be of some use in relations with the Arabs. I know 
Fuad Hamza and a doctor from Damascus who was with me while serving with 
Lawrence in Arabia. wae docter is now in Hejaz. I can also visit the Holy 

City in Hejaz. 


The Civil Affairs Assignement here has promised me that 
whenever someone asks for my services for the Middle East they will let me 
transfer as they know that I am better qualified for that area than other places, 


Hoping to hear from you, I am ra isi 





‘NWY Sd 


GAPTAIN GEORGE HAIG, O.R.Coy FeAcy O- 204657 


I was born in Aintab, Turkey of Armenian parentage on September 
20, 1901. In 1935 I was exiled inte Syria with all the Armenians 
where I traveled all over Syria from Aleppo to Amman. In 1918 I fled 
from Damascus inte the desert and joined the forces of Colonel f.E. 
Lawrence of Arabia, and Ameer Faisal, (then king of Iraq) and served 
there as interpreter. I alse participated in several raids and made 


two trips te Damascus through the enemy lines to deliver messaces 
te the Arab leaders. 


In 1919 I returned to Aintab and there served as contracter 


for onsen Aray of Occupation, supplying them with provisions 
and fuel. 


I came to America in 1920. I attended Boston University and 
i Washingten University. I reeeived a Reserve commission in 
the & 


la artillery, U. S. Army in 1924 and have been a Reserve 
Officer since then. 


In November 1955 I went te Arabia and spent two years there 
traveling all over Syria, Palestine, Lebanan, Transjordon, Iraq, & 
Eeypt. . 


In 1936 I Ben an advertising agency for ten months in Syria and 
Palestine and te many articles in the Arabic papers on commerce 
and ecenemics of Arabia. 


In 1957 








@ in Damascus I assisted the economic Minister, 
Shukri Bey K y in forming a “seven years economic plan" for 
Syria. I worked with Dr. Abdulrahman Keyyali, then Minister of 
Justice and gdugation, introducing the American education systenr. 
He later me to make a plan to form a Syrian Secret Service 
pelice. I such a plan and the present Syrian Secret Service 
Police of Sjria are working on my original plan. . 


p 


Upen return to America I lectured and wrote many articles 
in many pagers on the ‘ear East. 


I cay speak, read, and write Turkish and Armenian fluently 
and Arabig fairly. I also speak Turki, and Ordu which are spoken 
in Persia, Aderbaijan, and Central Asia. 
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FeDe Roosevelt Esq., Secretary to 






President of the United States of-America,y | 
The White House, j 
Washington. DeCo UeSeAe 


f 
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Dear Mr Roosevelt! ry, 


re:- Arabian O11 & Mining Concessions. 





I should be extremely obliged if you would kindly grant the writer 
your indulgence for a few brief moments, as there is a possibility that 
you may find something of interest to The United States Government, viz:-“ 

In the first place I have been aware for some time that considerable 
activity is expected in Saudi-Arabia in reference to oil concessions, andO 
that the diplomatic mission from Saudi-Arabia, headed by the sons of King 
Saud, focused interest and the possibility that the legendary land of . 
desert intrigue and romance) may develop into one of the world's greatest J) 
producing and industrial centres. Ol 

Incidentally, the writer has also been associated with oil and mining 
concessions in the Near and Middie East. On quite a number of occasions, W 
I have been in touch with the British and American Governments over a ~ 
period of years, in reference to the abolition of the Syrian and Lebanese— 
mandates, and the fulfilment of the Treaty obligations by the French 


Government, in which they guaranteed complete independence, and the (© 
recognition of the sovereign rights in the Arab States by fhe League of 
Nations. 


For your information, I have devoted my life to the Arab cause 
participating in their politics, wars, and social life, and have their 
complete confidence. My association and long friendship with the Sultan 
el-Atrash of the Druse, the Late King Feisal lst of Iraq, Colonel Lawrence 
of Arabia, The Emirs Saud and Faisal-Ibn-Abd-Ul-Aziz of Saudiarabia, The 
Princess Esma of Mascara, and other Arab-leaders, is well known to the 
British Government. I am deeply interested in Saudi-Arabia, and admire 
the Emir Saud and his brother the Emir Faisal, whom I know well; and in 
addition have great influence with the Sultan el-Atrash. The Suitan'a_ 
territory also concerns the Lebanon dispute, for his domain is in the. 
three isolated regions....Transjordania, Jebel Hauran, or Jebel Druz; ' 
S. Lebanon, where Maronite rivals outnumber them; and Anti-Lebanon, am 
Hermon. = 

My active participation in Drusian affairs commenced with the Syrfan 
Revolt, when the Druse withstood the armed might of France for four years 
with honour and courage. Today, these fanatical tribesmen, (subjects of 
my friend and foster-father) the Sultan, are concentrated inthe hills, JU 
awaiting the signal for war or peace, as the result of the dispute betweem) 
Lebanese and French. This dispute to all appearances,seems more or less “Y 
in abeyance, but has the possibility of flaring up at a moment's notice. g 

I quote all this, as doubtless the Lebanon, will, in conjunction with<s 


Syria, develop into a gigantic oil and mining possibility---similar to z 


7964 (33 = 


a Roosevelt. 
the project afoot in Saudi-Arabia. In addition, I am still interested in 
mining concessions in Ethiopia, which have been left in abeyance durin 
the progress of the war, and am well known to His Imperial Majesty, Haile 
Selassie, Emperor of Ethiopia. This also recalls my meeting with Mr 
Ricketts, the Oil Magnate, whom also had business with the Emperor at that 
time, which resulted in his spectacular bid for the Ethiopian oil 
concessions. 

Frankly I know there is great difficulty experienced in transport of 
supplies and plant, and that owing to the war, there may be a certain 
reluctance to examine other properties. 

Although personally, I should like to see development as soon as 
possible, I realise the obstacles involved. As you are doubtless aware, 
post-war Arabia will become the ecene of vast activity. Experience has 
also taught me in the field never to under-estimate the strength of an 
adversary, but I am firmly convinced that 1944 will see the collapse of 
the Axiz Powers, and I feel that good work of national importance could be 
accomplished in Saudi-Arabia and the neighbouring States, which would prove 
of vital importance to the United States of America, and other intereste. 

Saudi-Arabian, Lebanese, Syrian, Drusian Territory, and Ethiopian,all 
have vast mineral resources, and in these countries my influence is 
considerable. I have indirect contact with Prince Rextem Y. Hagel, 
Egyptian Dilpomat, and friend of His Majesty King Farouk of Egypte This 
may prove useful, considering that His Majesty has been spoken of as 
the future Caliph of the Moslem World. 

Saudi-Arabian oil wells, are expected to prove some of the most 
prolific in the world, and there are extensive veins of gold, not in 
Arabia alone, but also in Ethiopia....some are alluvial, but I refer to 
the more important, far below the surface that the crude mining methods 
of the Arabs and Ethiopians have not yet exploited. 

The pace and scope of the industrialisation of Arabia and the 
exploitation of its almost untapped natural resources will depend upon my 
friend's father, King Ibn Saud, and other rulers of the Arab States. 

The British Government have been brought to see the possibilities 
of such an undertaking; but American interests ever alive to the gigantic 
resources awaiting development are more than likely to be the first in 
the field of operations, sponsored either by the American Government or 
Financiers. I am in contact with The Standard Oil Company of America, also 
The Saudi-Arabian Mining Syndicate Limited, an American Corporation 
registered in the Bahama Islands. I am awaiting the decision of the 
Presidents of these companies, but am in no way bound by agreement. In 
addition, I know the American Government are seeking direct interest in 
Arabian b41 concessions, it therefore occurred to the writer of the 
advisability of negotiating concessional rights, and if acceptable to the 
United States Government am prepared to offer my services in this 
direction, collaborate, travel, and work on any given instructions, 
(preferrably alone.) . 

The Arab cause means much to the writer, 1 have worked in their 
interests loyally,and with enthusiasm; and would welcome the chance of 
furthering not only my own friendship, but that of Anglo-American and 
Moslem goodwill. 

Knowing the true motives which actuate the writer, I trust you will 
give this matter your kind consideration, for I do not seek personal 
gain from the suggested negotiations. 


Preliminarily choosing to work alone, as 1 feel that I can a lish 
ccomplis 


2 as President Roosevelt. i 


more thie way with Arab friends, and with either British or 
American interests ling to sponsor and undertake concessional 
rights secured in the largest undert ak of post-war activities, I 
am virtually pre ad to travel and act the capacity of Representative 
and Executive, charged with a method of advocacy paradoxically 
impossible.to the usual business mission, by virtue of the very office I 
ort and the origin of my birth, and the acceptance by all True 

everge 

In order to introduce myself more fully, would mention that I am 
cousin to His Eminence Arthur, The Late Cardinal Hinsley, Archbishop 
of Westminster, and like the Cardinal am interested in all creeds, world 
plese and politics....my approach too is direct like that of 

is Eminence, but whereas the Cardinal was a Catholic, I am acceptable 
to the hearts of all true Moslems, having been tried over a period of 
baat in which I have worked for their welfare, and never betrayed 
hem In wieh or deed. ; 

For your kind information would mention in strict confidence, that 
I have recently been in touch with Mr Secretary Eden, and also Mi George 
Hall, Under-Secretary of State for Foreign Affairs, in regard té“frab 
sityation. Unfortunately owing to the death of a very dear and personal 
friend the Chancellor of the Exchequer, The Right Honourable Sir Kingsley 
Wood, MeP. negotiations have been somewhat delayed, but are now again 
under consideration. 

In conclusion I should be obliged if you will give this matter your 
personal consideration Mr Roogevelt, and if favourably inclined,if the 









America gt Bake the necessary reservation.would be on ° 
pléase h ose 25 St a6uas the Arabian 
ons, and es t of Et rs agers possibilities, for the 
0 ation can be proceeded with now, the results of which would 


be the basis of post-war development. 

Thanking you in advance for your kind co-operation, and assuring 
you Mr Roosevelt, that an answer whether in the negative or affirmative, 
will indeed be deeply appreciated. 


Interrogatively? 


Cecil Jackson-Craig. 
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DEPARTMENT OF STATE 


Memorandum of Conversation 


DATE: May 30, 1944 


Interest of Iraqi Government in Arabian 011 Questions. 


PARTICIPANTS: Mr. A. Me. Gailani, Commercial Secretary, Iraqi Legation. 


COPIES TO: 


Mr. Sappington, Assistant Chief, PED, 
Mr, Wilson, NE. 
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Mr. Gailani said that the Legation had been requested 
by the Foreign Office in Baghdad to obtain copies of the 
agreement between the Petroleum Reserves Corporation and 
the American 011 companies having concessions in Saudi Arabia 
and Kuwait as mentioned in Secretary Ickes! press release 
of February 6, 1944 regarding the Arabian pipeline. 


Mr. Sappington handed Mr. Gailani copies of the PRC 
press release in question, together with the attachment to 
that release outlining the “principles of agreement" signed 
by PRC and the o1l1 companies in question under date of 
January 26, 1944. Mr. Sappington pointed out that these 
principles of agreement were tentative only and that it was 
specifically provided that they would only come into effect 
in the event of the signing of definitive contracts with the 
companies, Such definitive contracts, he added, had not 
been signed, and the entire matter was in abeyance at the 
present time. Mr. Sappington recalled in this connection | 
that in a recent address before the Economists Club in New — 
York City, Secretary Ickes had said with regard to the pro- 
posed pipeline that he could not say whether the Petroleum 
Reserves Corporation would proceed or not with the pipeline 
as initially proposed or whether it would be built eventually 
by private companies, 


Mr. Sappington 


‘0 


— 


Na 


_ My. Sappington then referred to the recent American- 
British discussions on petroleum and to the announcement 
vegarding these discussions which had been sent to the 
foreign missions in Washington as well as to the American 
missions in the field. He gave Mr. Gailani a copy of the 

tment's press release of May 5, 1944 regarding these 
ersations and he stressed the point that consultation 
With the producing countries was a fundamental part of the 
Department's policy on petroleum matters. 


Mr. Gailani thanked Mr. Sappington for this informa- 
tion and said that he would tranemit it to his Government. 
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Te the 
Officer in Charge of the American Mission, 
Baghdad 


The Seeretary of State encloses as of possible 
interest to the Legation a copy of a memorandum of a 
conversation which tock place in the Department on 
May 30, 1944 between representatives of the Department 
and the Iraqi Laention relative to petroleum matters 
affeeting Iraq. 


Enclosure: 


v Nenorenton of Conversation, 
May 30, 1944, entitled 
"Interest of Iraqi Government 
in Aveabian 011 Questions". 


re # 





Copy to D.C.R., Department of State, Washington, D.C. 
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, by »~ 1 1944 
# f* , 
George Re Merrell, E ig 
offiee of “e abive 
of the President o. ited States, 


Sir: 


With reference to the Consulate's letter of ‘ay 3, "7 
1944, regarding the desire of Mr. C. *. Prancis, Caltex 
(1ndfa) Limi » Bombay, Purchasing Agent for the Arabian 
American 011 Company, to obtain favorable priority treat- 
ment for the transportation by rail within India of 
certain commodities required by the oil c in its 
construction program in Saudi Arabia, I am enclosing 
a ir, lag a letter dated May 4, 1044, from K. J. ‘cv’eill, 
38Q » Regional Controller of Railway Priorities, Bombay. 


It will be noted that until the receipt of the Con 
sulate's letter on the subject, Mr. McNeill had not 
received any advice with regard to the Arabian American 
O11 Company's project, and that after he obtains nore 
detailed infor ation from itr. Prancis, he will commmni- .. 
cate with the War Transport Department New Delhi, for "Ta 
a directive, The Mission has no doubt already been in : 
touch with the War Transport Department as suggested in 


the Consulate's letter of Imy Srd. & 


on 


It may be of interest to the Mission that in discussing ™-. 
this matter with Mr. Francis, he explained that the omission 
of the War Transport Department from the Covermmont of India 
agencies mentioned in the Mission's telegram no. 16 of 
March 17, 1944 to this Consulate, obviously resulted from 
his inadvertent failure to include mention of the War Trans- 
~ Department in a telegram which he transmitted to his 

fean headquarters several weeks ago, Mr. Prancis 
believes that it was this particular teleram which served 
as the basis for the Department's cable to the Mission 
on the subject. is 


Very truly yours 


le a ea. “ ae 


3 en ia Ce Kendrick 
rican Consul 
Enclosure: 


Copy of letter, as stated. 


6 
RU, 
Copy to: American Consulate General, Calcutta 
Division of Cormmmmications and Records, 
Department of State, Washington, '.C. 
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We are now informed by PAI Porce that War Office has OS 

ordered the release of 3 Kurekas and 6 Minus barges to si 

work under Ray Mackenzie and Company on the Bahrein pro=- 

ject and the temporary release of 5 Kurekes and-6 Minus ™” 

barges and 14 barges of the C class to engago in traffic 


work under the same firm at Rastanura (the Saudi Arabian 


411 are of Lond-Ledse origin Mi 


project). My 113, May 19. og 
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The inquiry of thy Acting Foret Minister, reported 
[/‘ to us in your no. 178 of June 23, whether there have been 


any recent developments in connection with the proposed 


a 
u 


aa trans-Arabian pipeline should be answered in the negative. 
For your confidential background information, there is an 
informal understanding within this Goverment to the 

effect that no further action will be taken on an Arabian 
pipeline as a governmental project until after the ~ » 
completion of the Cabinet-level conversations with the . 
British and such subsequent public hearings as the Special 


Senate 011 Committee may wish to hold. 
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Secretary of State, 
Washington. “Beli erco =C) 





178, June 23, 1 pem. 

The Acting Foreign Minister inquird, whe ther or 
not there heave been any recent ee. in connec- 
tion with the proposed trans-Arabian pipe line. Any 
information which the Department may be able to supply 
would be appreciated. 
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Officer in Charge of the American Mission, 
Jidda,. 
‘ 


The Secretary of State encloses for the information 
of the Officer in Charge of the American Mission a memo- ~~ 
randum of conversation dated June 7, 1944 reg ogarding sug- 
geatet closer cooperation of the Arabian American 011 | 
mpany with the American University at Beirut, 


Enolesure: 


Memorandum of Conversation, 
June 7, 1944, entitled 
"Closer Cooperation of ARAMCO 
with American University at 
Beirut", 





DIVISION OF NEAR EASTERN AFFAIRS a 
DEPARTMENT OF STATE 


e. <i of Conversation 
oa - : DATE: June 7, 1944. As 






hg ene ee OEPARTMENT OF STATE] fm mar) poe 
PARTICIPANTS: Dre John A. Wilson, SBA # ae a. he 4, 
Mrs. Christina Grant, TS 


Dre We Le Wright, Ir., War ard 
Major Harry Snyder, G=-2, War Department FAR FAS] 
Mr. Garry Owen, Arabian-American Oil Company 
Lt. Colonel Harold B. Hoskins, NEA 


COPIES Tom, each participant; 
and to Albert Staub, Near East College, New York, 
and to President Bayard Dodge, A.U.B., Beirut. N 
“Hig, 











1. The meeting was called by Colonel Hoskins to discuss the . 
possibilities of closer cooperation between ARAMCO, who hold the 
oil concessions in Saudi Arabia, and the American University of 
Beirut, having in mind also the activities of SEA and their co- 
operation in this field. ' 


2. Mr. Owen outlined the basic interest of his oil company in 
the educational and social well-being of Saudi Arabia in par- _ | 
ticular and of the various Near Eastern countries bordering on 
Saudi Arabia. He explained that obviously their company was ‘ * 
business to make money but that they felt certain responsibilities 
for improvements in that area which they realized in turn would ~™ 
benefit their oil operations. Obviously if and when final de- <£ 
cisions regarding the proposed pipe line were settled there 
would be even greater possibilities of cooperation with the it 
American University of Beirut. However, even in its present | 
situation ARAMCO was interested in studying this matter and in 
determining on the broad lines of policy that they would wish 
to follow. Specifically, Mr. Owen mentioned the interest of 

the o11 company in the three following fields: (a) special 

courses in Arabic to be given to American employees of ARAMCO 

along the lines of the three to six months courses developed 

at Princeton for the training of Army students in Arabic; (») the 
development of a school at Dahran for the American childrea- of. 
American employees stationed there; (c) the development of 

increased primary education facilities in Saudi Arabia rom tng 
native employees and their children, with the possibility.of ‘ 
ARAMCO setting up scholarships for the further training of 
Saudi Arabians who had completed their primary work and who 


might 


- 2- 


might be considered worthy of higher education in the Inter- 
national College or A.U.B at Beirut. 


3. Mr. Owen mentioned the fact that his o11 company had already 
appointed and sent out to Dahran, Mr. Nearpass, Ex-Superintendent 
of Schools in Blythe, California. It was suggested that much ; 
time and effort might be saved if Mr. Nearpass and Mr. Lebkicker 4 
visited Beirut and conferred with President Dodge and other of= 
ficials in Beirut in regard to their educational problems. It 
was pointed out, for instance, that there has been in operation 
in Beirut for over thirty years a Community School for the children 
of American professors and missionaries. 


4e Mr. Owen also pointed out that his oil company was interest-~- 
ed in the development of agriculture, hygiene, sanitation, and 
water control and would be interested in learning how the American 
University of Beirut could cooperate in any of these fields. 
Mr. Owen suggested that, in connection with any agricultural work 
at A.U.B., it might be possible in some way to associate this 
work with that of the oil company at Al-Kharg in Saudi Arabia. 


5- It was agreed that President Dodge should be advised of 
this meeting and should be asked to prepare a memorandum out- 
lining his ideas on how AUB might cooperate with ARAMCO, since 
obviously he would be very much interested in this whole matter. 


6. In answer to Mr. Owen's question regarding the value of 
any scholarships, Dr. Wilson said that the scholarships that 
had been set up by SEA for a limited number of students from 
various Near Eastern countries, including Saudi Arabia, had 
been on the basis of $900 per year plus cost of travel. This 
scholarship covered tuition, board and books, but not spending 
money. It was suggested that Mr. Owen would be interested in 
having the officials of his oil company know of the development 
that this Government was already taking along the same lines 
being considered by ARAMCO. 


7. It was also suggested that Mr. Owen should see officials 
of the Near East Foundation as well as of the Near East College 
Association in New York in view of the interest of this group 
and the work which this group has already undertaken in rural 
training in Lebanon and other areas of the Near East. 


8 Major Snyder suggested that Mr. Afeef Tannus of the 
Department of Agriculture also be asked to prepare a memorandum 
of rural education in this area that might be submitted to 
Mr. Owen for consideration by his company. Major Snyder agreed 
to arrange for this memorandum to be prepared. 


9. Mrs. Grant suggested that it might be well to inquire 
into 





into the plans which the Russians are developing for educational 
work in various Near Eastern countries which at the moment 
is being concentrated in the Sa vereray rm Tashkent. 


10. 















It was 





is before the latter's departure. 


1a. Tt was also agreed that, after the preliminary conversa- 
tion suggested above hed taken lace, a further meeting of this 
group should ocour for a recon tion of the problem and for 
the development of further suggestions for next possible steps. 
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To a ' y~ 
fficer in Charge of the American Mission, 
Beirut. 


The Secretary of State encloses for the information 
of the Officer in Charge of the American Mission a memo- 
randum of conversation dated June 7, 1944 regarding sug- __ 

ested closer cooperation of the Arabian American 611 Be 
Sempaxy with the American University at Beirut, 


Enolesure: ) 990 ,, 6363/ M$ 


f Meno of Conversation, 
June 7/ 1944, entitled 
"Closer Cooperation of ARAMCO 
with American University at 
Beirut". 
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New York Times 


DENY BRITISH FIGHT 
US ON ARABIAN OIL 


Reports Say Development by 
American Companies Will Not 
Bring Clash With Others 


GRANT TO KING RUMORED 


British Insist They Do Not Wish 
to Compete With Us in Middle 
East, but Seek Only Parity 


By JOHN MacCORMAC 
Special to TH® New YorK Trues. 


WASHINGTON, March 17—De- 
velopment of the oil resources of 
Saudi Arabia by the Standard Oil 
of California and the Texas Com- 
pany in collaboration with the Pe- 
troleum Reserve Corporation will 
not lead to any clash with British 
interests, private or governmental, 
it was stated today. 

Reports which have been circu- 
lating among oil men have credited 
the United States Government with 
advancing $25,000,000 to King Ibn 
Saud to counter subsidies paid to 
him by the British Government and 
to assist the Standard of California 
and the Texas Company in keeping 
a@ monopoly of oil development 
rights in Saudi Arabia. It has also 
been said that an application by 
the British and American oil com- 
panies associated in the develop- 
ment of Iraquian oil for lend-lease 
steel with which to quadruple the 
capacity of their present pipe-line 
from the Persian Gulf to Haifa, 
was refused by the United States 
Government to further the com- 
petitive position of Arabian oil. 

Whether or not §25,00,000 was 
advanced to Ibn Saud by the Unit- 
ed States Government will prob- 
ably be a subject for Congressional 
9) ae fa OP wg WwW eR. ~ * #0 '4 ely 


is in a strong position to make 
good its assurances. 

It was learned further that what 
the Iraq Petroleum Company 
wants is to increase the present 
80,000-barrel capacity of its pipe- 
line to Haifa by only 100 per cent, 
not 400 per cent, and that it has 
asked to be allowed to purchase 
steel pipe here for the purpose, not 
to obtain it under lend-lease. It is 
a fact, however, that it has been 
unable so far to obtain it. 

The stated position of the Brit- 
ish is that they want, not to com- 
pete with the United States in ob- 
taining oi] concessions in the Mid- 
dle East but to develop them pari 
passu with those held there by 
United States companies. It is 
pointed out that the Standard Oil 
Company of New Jersey and So- 
cony-Vacuum companies already 
own 23.75 per cent of the Iraq 
Petroleum Company; that the Gulf 
Oil Corporation owns 50 per cent 
of the Kuwait Oil Company, which 
holds the Kuwait concession; and 
that Standard of California and the 
Texas Company own 100 per cent 
of the two subsidiaries which hold 
the Bahrein-Saudi Arabian conces- 
sion. 


BACKS ARABIAN OIL LINE 


Landis, in Cairo, Says We Do Not 
Seek Special Privileges 


By Wireless to THE New York Times. 

CAIRO, Egypt, March 17—Re- 
plying to questions concerning the 
, Pakisiag Arubian oil pipeline, 

ames M. Landis, director of Ame- 
rican economic activities in the 
Middle East, declared at a press 
conference today that the United 
States did not seek priviliges in 
the economic sense but rather only 
equal opportunities through free 
competition. 

Mr. Landis said that at prsent 
the pipeline controversy represent- 
ed a purely American domestic 
issue. That issue, he said, was the 
extent to which the United States 
Government should participate or 
aid in the development of oi] re- 
sources as against their develop- 
ment by private enterprise. 

“We talk about that issue con- 
stantly as a preliminary to any 
foreign issue that may be _in- 
volved,” Mr. Landis stated. ‘‘We 








will have to settle the domestic is- 
sue then reach an agreement with 
other interests involved.” 

The theory of the pipeline, Mr. 
Landis said, was to make oil easily 
available in the Mediterranean re- 
gion in order that European coun- 
tries might get their share at 
reasonable prices. He added that 
he could not predict how the dis- 
tribution of oil to other countries 
would be affected. 

Asked if the United States, in| 
seeking to develop Arabian oil, ' 
would shoulder political responsi- | 
bilities in the Middle East, Mr.) 
Landis replied that such a problem 
fitted into the larger question of 
whether the Uinted Nations would! 





( 


adopt in the post-war period some |». 


form of collective security for the 
whole world. 

“I do not believe the concern ex- 
pressed by the United States in a 
great natural resource is apt to 
lead us toward war,” Mr. Landis 
said. “I should hope any policy we 
pursue will be a fair policy and 
that the nations involved will re- 
ceive their just reward.” 

Discussing Middle Hast economic 
problems generally, Mr. 
stated that lend-lease operations 
for civilian use had been on a 
scale but that the point wag bein 
reached where the need for lend- 
lease was not as apparent as in 
earlier days. Commercial trade was 
slowly being redeveloped, he said, 
with a general tendency to move 
away from government procure- 
ment and to have the volume of 
goods brought in through commer- 
cial channels. 

“The United States, perhaps as 
a result of the grand strategy of 
the war, has a consciousness of the 
significance of the Middle East 
which it never possessed before,” 
Mr. Landis declared. “After this 
war the United States interest in 
the peace of the world will go 
beyond its own borders.” 
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September 9, 19435. 


Pa/M Mr. Murray 
Dear Wallace: 


I am enclosing memoranda setting forth the course of 
discussions with the 011 companies regarding Saudi Arabia. 
You will note that they are completely secret. 


You will see that it is probable that the oil officials 
with whom we have been talking will advise their Boards 
of Directors in the near future as to the proposals that 
the Government has put before them. I should anticipate 
that sooner or later, and not much later, we will read some 
reporte about the discussions in the press, which presumably 
would in one way or another get out to Saudi Arabia. In 
the light of that fact, I think we should discuss, at the 
earliest possible moment, the question of whether we ought 
to take any steps in advance in anticipation of such a 
possibility. 


I am at your disposition for such a meeting. 


A.\— 


Same to NE Mr. Alling 
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September 9, 1945. 
Mr. Secretary: 


The negotiations with the executives of the Standard 
Oil Company of California and the Texas Company for the pur- 
chase of stock in the California-Arabian Standard 011 Company, 
owner of the concession in 3audi Arabia, were resumed yesterday 
at 2:50 in the afternoon. 


Mr, Wirtz (former Under Secretary of the Interior and 
chief negotiator); the present Under Seeretary of the Interior, 
Mr, Fortas; Mr. Kline, General Counsel; and myself met with the 
Seeretary of the Interior before the meeting to exchange views 
and receive instructions. On the basis of reports received 
the Seeretary of the Interior accepted the fact that it would 
be quite impossible to persuade the companies to sell 100 per- 
cent of the stock of this enterprise to the Government. It 
was decided to inform them that on the basis of discussions, 
the Government was willing to modify its position and acquire 
merely a “controlling interest". This is im accord with the 
conversations the Secretary of the Interior had with the Presi- 
dent and a decision made at the meeting of the Board of Direc- 
tors ef the Petroleum Reserve Company. 


Secretary Ickes was informed that the letter of intent 
to build the large refinery at Saudi Arabia had bem issued 
to the companies, which were proceeding with all expedition 
with plane fer the purchase of materials, The Government's 
letter of intent stated that the question of future ownership 
of this refinery, the estimated cost of which is in the 
neighborhoed of $120,000,000, most ef which will have to be 
advanced by the Government ,must be decided later. The Company 
eaid that it had to consult its lawyers on this point, and 
it would have to reply in such a way as to protect the Company 
from any possible -assusation on the part of Ibn Saud that 
they had breached the concession; under this concession, which 
authorized them to proceed to buil@l a refinery, they were 
obligated not to transfer any of their property without 
notifying Ibn Saud. 


The refinery is being built on the urgent recommendation 
of the Army and Navy Petroleum Board, and the necessity of 
preceeding with it pute the companies in « very strong position 


in 


= 


in their dealings with the Government. 


It was decided at this preliminary meeting that it 
might be useful to explore the possibility of an arrangement 
with some other American interest having important o11 prop- 
erties in the Middle East,and Seeretary Ickes decided to 
invite the head of the Gulf O11 Company to come to Washington 
et once to discuss with him the possibility of proceeding with 
the large field that the Gulf Company owns jointly with the 
Anglo-Iranian Company in Kuweit. 


At the afternoon meeting, the Companies were represented 
by their presidents and main sounsel. The heads of both the 
Standard 011 Company of California and Texas Company stated 
that they wished to report they had not been able to adhere 
strictly to the request of the Seeretary of the Interior that 
these discussions be kept seeret within certain of those par- 
ticipating in them. Their movements were of course known 
to their colleagues, and in addition, in the case of the 
Texas Company, one of the other directors had learned from 
some outside channel what the subjects of discussion were. 

For this reason both company presidents said they had had to 
disclose to some of their aaah Girectors the proposal that the 
Government had made to them and the course that the discussions 
had taken. It was to be anticipated therefore that before very 
leng there will be some publicity about the whole matter. 


Mr. Wirts opened the diseussion by informing the companies 
that after listening to the companies' views and arguments, 
the Government was prepared to modify its prepesal substantially 
and aleo believed that he could satisfy the companies as re- 
gards some of the main causes of their hesitation and doubt. 
He said that the Gevernment accepted the fact that the companies 
414 not wieh to retire from full and active operation in the 
Middle Eastern area. and therefore the Petroleum Reserves 
Corperation would be willing to proceed net by seeking 100 
percent stock ownership of the California-Arabian Standard Oil 
Company, but merely a controlling ownership; in other words, 
it was preposing a aig ge Me partnership with the Company. 
He said, further, that the Government was ready to leave the 
operation of the properties in the hands of the present Company, 
and also to give assurances that any reasonable business plans 
of the Standard 011 Company of California and the Texas Company 
to be eure that the amount of o11 to be made available to 
them from the Saudi Arabia fields would be enough to enable 
themr to carry out their business in the Middle and Far East. 


The 
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The ensuing discussion went on for over two hours. The 
Company officials again emphasized the difficulty of setting 
any price for the stoek (either all of it or controlling 
interest). Its ultimate value would of course depend upon 
the sise of the reserves in the ground, the costs of their 
extraction, the business hasards that might arise; they 
therefore presented the question of valuation as of the ut- 
most difficulty and the utmost room for honest immense 
Gifferences in judgment; for that reason they thought it 
would be difficult if not impossible te settle upon a price 
for which they uld secure the consent and support of their 
stockholders, and which at the same time not be too harshly 
criticized in Congress or elsewhere. They reiterated the 
immense amount of funds involved, 


Mr, Wirts responded that he agreed that whatever price 
arrangement might be made was certain to be vigorously criticized 
from all directions, but that he felt it possible to reaeh one 
that could be successfully defended against criticiam. He 
said afterwards he had the feeling that the companies, at 
least the Texas Company, were trying to enter discussions on 
this question of price and he was desirous of avoiding that 
until and unless the question of basie relationship was 
determined. 


The Company officials then stated that while they did 
not wish yesterday to give any definite answer and probably 
would not be able to give a definite anewer before consulting 
their Beards of Directers, they did not think it would be 
poseible te offer the Gevernment a controliing interest in 
the stock. Besides the difficulty of ascertaining a fair 
price, they said they were worried over many other possible 
consequences of such an arr ement, and in the course of 
the discussion they manifest a great variety of doubts and 
objestions. They said thet if the Government had a controliing 
interest and they were a subordinete partner, their position 
might be extremely unsatisfactory. They said-they feared 
possible hostile attitude on the part of Ibn Saud. They 
said that they felt their possibilities of seeuring oil con- 
Cessions elsewhere throughout the world would be prejudiced. 
Mr. Regere, President of the Texas Company, said he was 
worri over the effeots of such a deal on our relations 
with the British and the Russians. 


As 
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Ae the discussion develeped, the Company officials 
gave repeated though far from definite indications that 
they might well be ready to consider the sale of a minory 
stock ownership to the Gevernment. The officials of the 
Texas Company showed plainly that they doubted even the wisdos 
or usefulness of that course. Mr. Wirts repeatedly emphasized 
the faet that in the net too distant past that concession 
with its lng pines 4 h quantities of reserves, had 
seemed to be imperiled - first and most seriously from the 
Axis conquest of the Middle Kast, and mere recently, by 
pessibilities of leeal disturbance or of unfriendly influence 
that would make a questionable position of their power toe 
develop the concession. He pointed out that the continued 
aseurance of safety fer the concession lay in having the 
suppert of the American Government and that if the enterprise 
remained a purely private enterprise, it would always be 
doubtful how firmly the American Government could act or 
justly should aet. The companies took the point ef view that 
they the right to pretection just as an American interest. 
Mr. Wirts stated that the Gevernment felt it was its respon— 
sibility te see that neo risk existed, that these reserves 
were of so great tential impertance to our whele economic 
security they could not be lost. Mr. Wirts alse emphasized 
the possible benefite to the companies even in the marketing 
and distribution field of partnership with the Government. 


Sinee from time to time the Company officials referred 
to their original view that the Gevernment's purpeses could 
be secured by an arrangenent whereby the companies would 
undertake to provide the Government with ofl upen request, 
I asked them whether they would further define this possible 
course of action. The ensuing discussion brought out that 
the companies auld net put aside fixed quantities in the 
ground to be designated as reserves of the American Govern- 
ment, or if they could, that would net be a conclusive action. 
What they proposed would appear to be simply a sales contract 
ences Meche a period of years, such as they might offer to 
Many other customer, though quite possibly on much better price 
terms, and on a preferential basis whereby the American Gov- 
ernment would be assured deliveries ahead of any other customer. 


Mr. Wirts remarked as regards the offer to designate 
reserves in the ground he understood the Gompany felt that 


even 


even under the nost favorable circumstances, it would not 
be possible for them during the life of the concession, to 
wi from the ground all the ei] that was therein, and 
therefere thé offer to set aside a certain amount for the 
American Government was merely an offer to let us have oil 
fer which otherwise they could see ne dispositien. 


Towards the end ef the discussion, the quéstion of the 
refinery was brought up. Mr. Wirts asked the question of 
whether protraetion of diseussion over the letter ef intent 
was in any way delaying the planni fer and the acquisition 
of materials for the refinery, and Company officials said 
it was in ne way delaying that work, which was being carried 
forward with all possible speed. They said that aceordi 
to their estimates, the construction of the refinery woul 
require the movement te Saudi Arabia of 2500 American mechanics, 
and the i es of 2,000 workmen, and includes, I believe, 
the necessity of building new housing and a wholly new settle- 
ment, with expenses ef some $6,000,000. The Company officials 
stated they were planning to proceed with this refinery and 
that they had gone forward on the s sition that they would 
be the sole and complete owners, which in their view was 
co sory under the concession aniess they consulted Iba 
Saud and seeured his consent. They said they were prepared 
to accept an undertaking te repay all the Government finan- 
cial advanees even though they, if left to themselves, would 
have constructed a much smaller refinery; they said that in 
the light of the fact that the increase of production and 
distribution that they anticipated would be gradual, and re- 
paymente to the Gevernment would of course have to be gradual 
and prionged ever a long peried of years as they used the 
refinery to make oil products which they sold. 


Mr. Wirts and Mr. Kline stated that this refinery wes 
the largest refinery preject in foreign lands the American 
Government had ever undertaken, and it was the feeling of 
the Gevernment that it ought to have an unusual interest in 
it, and that relations between the Gevernment and the Company 
in the refinery could best be settled as part ef or in rela- 
tion with the deal having to de with the concession itself. 
This matter was left in this indefinite state for further 
negotiation. 


The Company officials said that they desired te discuss 
the 


the matter further among themselves in the evening, and would 
then decide whether Ricuse another neeting could be 


consult their Beards ef Directers. 


After the meeting I stayed fer a short further talk with 
= Wirts ané Mr. Kline. ne Ag a — en 
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treba en Etakard 011 Company be peinti 


with the Gempany for the future gat fer repayment © ‘cane 
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August 4, 1945,° 
Mr, Seeretaryt 


Three meetings have vcveen held with the heeds of the 
Standard O11 Company of Californie and the Texes Company 
with a view of reaching an srrangenent whereby this Gov- 
ernment would acquire control over the oil-;roducing prop- 
erties held by the Crlifornia-Arabian “tandard O11 ~ompany 
in Saudi Arabia, 


The first meeting was called on Monday morning, Auguet 2. 

Secretary Ickes exposed the Government's proposals simply 
and briefly. He etated that he need not expisin to the oil 
,e@ople our pros; ective o11] reserve situation in the light of 
current and future drains upon the resources of this country. 
He explained that this of course crested grest enxiety in 

the minds of our ermed forcee «s to their abliity to secure 
adecuste reserves st si) times, where needed, in the event 
of protraction of thie struggle or some future var. Ne 

said that for this reaeon the Government ished to acquire 
Bi) the stock controlling the Saudi Arabian resource, making 
resasonsble and proper payment therefor in the form of reina- 
bursement to the compéenies of their investrent, and an 
overriding royrity. He did not sention the poesibility of 
an operating contract between the Government and the companies 
since it had been sgreed in advance that 1t was not to be 
introdweed at the first meeting. He explained that this 

:opesal was besed on Soint recommendations made by the 
“tate, “ar, Navy ond interior Departments, «nd appreved by 
the President, He eaid that since we could foresee a rather 
lengthy end difficult negotiation requiring more time than 
he could »,oseibly cive to the mstter, he had asked former 
Under Secretary ‘“irtz to acgt as chief and continuln, negotiator, 
He said I was present representing the “tate Departzent in 
order to «<ulde the discussions in the light of their bearing 
on our own national relations, and would perticiprte in the 
discussions aceording to sy option. 


Seeretary Ickes eaphssized the desirability of keeping 
these discussions entirely secret because of the fact that 
premature word of them sight endanger the concession and the 
powesibility of a esatisfaotory deal, Ye seid he understood 
the heads of the two companies might well want to have 
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personal counsel during the discussion. This stimulated 

e Conversation as to the appropriate officials which the 
heads of the companies might ask to join them, «nd an +;ree- 
ment was reached that they could bring in their senior 
operating assistants and advisers vhen and «sa they felt it 
necessary. 


The Secretary of the interior then sithdrew and the 
jiseussiona were resumed under the chairmanship of Mr, “irts. 


It was utterly plain that the ;roposale put before the 
companies far exceeded their anticipation and left them both 
surprised and stunned. The rest of this long first meeting 
psa:sed in an attempt by the company officials to secure from 
Mr. virts more precise information *s to the nature of the 
Government offer - #6 bearing p«rticulerly upom the recom ense 
that the company alight receive, «nd as to what position it 
would retain if any in the work of Saudi Arabian of] produc- 
tion end distribution, Mr. 4irtz on the whole tried to avoid 
going into precise details and seemed to aim rather at drawing 
from the company officials what type of offer they might 
consider, The officials both at thie meeting ond sat the sub- 
sequent ones repeatedly and st great langth stressed the 
following points: 


(a) The fact that they had prospeeted for ofl] throughout 
the world, had failed in many places to diseover o11 that would 
return their investment, but that the Saudi “rabian field was 
the one grest field that they regarded as a reward of their 
activity «nd investment, 


(>) Aoe@eording to all wheir plans, it wae the Saudi 
Apabian o11 preduetion to which they hrd looked to supply 
the refining plante and the distributing organization which 
they had created or were planning to create throughout the 
Middle Kast, Far Gast, ond elsewhere; and hence if they were 
cut off from this source of supply, # large part of their 
whole o11]1 organization ight be paralyzed, They pointed out 
that among other waye in which they had looked to Saudi 
Arabian produetion to support their future complete position 
wae through the possibility of “swapping o1] produced in 
S.w42 “srabia to other companies that hed distributing orgen- 
izations in that region, receiving in return o11 in the 
“eastern ‘emiaphere which hey needed. 


(c) The extraordinary value !n their zinds of the 
“audi Aradiean concession, ® value that they thourvht cefied 
weasurement «xt the -resent time, 


Mr. 


- S- 


Mr. wWirts continued to emphasize the faot that the 
Government was proposing to proceed not by expropriation, 
not by the use ef its war powers, but by negotiation which 
would involve fair payment. He repeatedly indicated that 
he thought an arrangement sould be worked out whereby the 
compenies could secure minimum necessary quantities of o11 
needed in the maintenance of their business, “hat the Gov- 
ernment was aiming for, he explained, and I also explained, 
wae to be able to control the withdrewals of thie vast oil 
resource to assure that it ~ould not Bll be used up in or- 

d nary commercial channele but be available vhen and as it 
was needed for national emergency. In thie connection the 
company . officials made, and in subsequent discussions 
continually reiterated, « point which seems to me definitely 
to merit consideration, to wit: that if it was of] under 
ground thet this Gevernment wished to possess, it was doubt- 
ful whether it was wise to seek that under~-;round of1 in a 
country as distantly located ns Saudi Arabia and possibly 
sleo 4iffisult to defend in time of future war. They 
argued that Government eo should be to draw moet fully 
upon these resources and in that way lessen the drain on 
sestern Hemisphere reserves, thereby enabling the Government 
perhaps to set side more of ‘eastern Hemisphere reserves in 
the ground, 


It was then arranged to have another meeting later in 

the day, and there was a subsequent one yeaterday afternoon, 
5. In these two meetings most of the time was taken 

by the efforte of the company officials to do two things: 
Firet, to make clear a large variety of doubts regarding the 
soundness of the proposed operation; second, to ‘ry te sound 
out Mr, “irte more decisively os to the nature of the arrange- 
ment that might be worked out. 


The doubts expressed by the officials connected not only 
with the position in which their company might be left, but 
“ith conaiderable penetration to draw out every one of the 
consi@erations which the ‘tate -epartment had previously 
brought forward in its discussions with other departuentse «s 
representing uncertainties in the proposed method ¢ pro- 
cedure, that is, 100 percent stoek purchase, They touched 
upon 


(a) The excellent relations which the Company enjoyed 
with Ibn Saud; they traced these relations very largely to 


the 
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the fact that ibm Saud did not suspeet the Company of in any 
way affecting his position or independence; they expressed the 
view that he might consider transfer of stock a direct threat 
to his independence and position and that this might impair 
the present or future prospects of the Company. 


I stated that this matter had been carefully considered, 
that 1t wae felt it was impossible to predict with certainty 
whether Ibn Saud would regard the transaction »ith are te 
or dislike, or whether on the contrary he would feel if t 
American Government acquired contrel of the concession it 
might do muoh to help him improve his country ~ithout in eny 
way impairing hie independence, I explained that it was 
completely agreed that the proposal could not be carried out 
except with his full consent, and that this Governme:it had 
Clearly in mind the necessity of consulting him, but that it 
head been deemed best to wait and see whether an orrangement 
could be reached with the companies, In response to their 
anxieties, we stated that they could be Sompsexely agseured that 
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this several times, an a 0, 

(o) The question of whether this ection on our part would 
stimulate any astion on the part of the Yritiesh or Russian 
Gevernments to try to disturb the concession and to make 1% more 
difficult for all American o11 companies to carry out develop- 
ments in the Middle East. 


Ll replied that it wae not velieved thie was a serious 
danger, 


(c) Whether, if the American Government sequired stock 
ownership of the now private enterprise, it would make govern- 
‘ents of other oil-producing ereas throughout the vorld mueh 
more reluctant to grant concessions to sAserica: enterprises, 
Personally I am of the opinion that Uis mixht very vell take 
lace, especially in Latin Ameriea, and 1 did not conceal sy 
view that this fear sight have a certain validity. 


(4) whether this section on the part of the Government 
wight not have political effeets within the ''inited States, 
beings conaetrued «xs the Gevernment entering business. 

Mr. Wirts preperly evaded discussion of this question, 


morely 
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merely commenting that the action contemplated was one 
deemed isportant for the national interest, snd as such, ve 
depended on the appreval of the people. ; 


The other main elements of the discuesion bore upon: 


(1) shat might be deemed the “business” sepectea of the 
proposal, The company representatives again dwelt on their 
belief of the enormous value of the property, ard plainly 
stated that they thought in order to be fair, the remuneration 
would have to be very +reat, sand the overriding royalty very 
subsetentiel. Mr. wirts explained that thie would depend on 
the amount of the cash psyment that wes meade, and on many 
other factors, No attempt was mace to follow through the 
enormous difficulties that would mark any attempt at 
of the properties in a legal senee, it heving been the concep- 
tion that payment would consist of repayment of the original 
investment plus a royalty thet would vary vith ;.roduction, 

Of all the officials present, Mr. Marry T, Klein, 'xecutive 
Vice President of the Texsa ‘orporation, was moet persistent 
in emphasising the fina cial repect of the matter, and plainly 
hed suspicisions that the Government hoped to make money out 
of the transaction, 


(2) The question of ~hether under the arrangement the 
companies would be enabled to secure sufficient supplies of 
011 to maintain and develop their marketing program throughout 
the world, This point aleo remained completely unresolved, 

Mr, Wirts stated that certainly it would seem to him Séasible 
to include in the arrangement terme whereby there would be 
minimum withdrawale, and possibly aleo maximum withdrewal ,. 

He repeatedly stated that he vould want precise indications 
from the companies as to what withdrawals they coneidered 
necessary to the maintenence and development of their business, 


Thie Ciscussion brought up but did not clearly emphasize 
the feet that what was st issue here was the question as to 
a would contrel the rate at wtich of] was withdrawn from 
the «round at any particular time, The original Government 
idea had been largely to preserve the oil in the ground, or 
to feel free to do so; the Company's interest and their view 
of wise policy was that thie o11 shoulc be extracted as 
rapidly as needed to develo; their business end ©1so0 to lessen 
the drain on ‘eastern Hemisphere oi] supplies. 


(3) 


(3) The question of who would goes the properties. 
Mr, Wirts stated that the Government would be willing to 
coneider some kind of operation or management contract and 
invited the company officials to submit proposals to thet 
end, 


(4) The question as to whether the Government iteelf 
would enter o11 markete as « seller or distributor of oil. 
Mr, *irts gave no conclusive answer to that question, 
indicating 1% would depend on how the whele errangement was 
shaped up. 


The foregoing summary of the matters that were brought 
forward is selective rather than comprehensive, but indicates 
the many issues that presented themselves, It was plain thet 
the ofl company representetives on the whole felt that the 
proposal that had been put before them was one that menaced 
their position and one out of which they could not expect 
recompense sufficient to justify them in making a quick or 
ready favorable response. They, especially Collier, President 
of the “tandard 011 Company of California, repeatedly stated 
their willingnees to consider an arrangement of nore moderate 
character, such as an agreenent to supply cuantities of o11 to 
the Government over a period of years, Mr, Wirts responded 
to this comsent several times by explaining that one of the 
reasons why proposals of this cheracter had not seemed adequate 
was that this Gowernment might be compelled to teke rather 
serious measures to defend continued American contre] of the 
properties. If it did so while these properties were purely 
private, 1% was doubtful how far ;ublic Judgment and opinion 
would approve Government action - which would tend to x 
construed as in defense of the very limited private interest. 
He ~~ indisated he thought the companies, by these offers, 
were seeking a cheap guarantee of dovernment protection against 
riske, He several times stated that as of today the companies 
might not regard these serious, but he wee sure in 1940 ond 
1941 they were far from certain as to the future of their 
Saudi srabian property - far from certain both es to its 
security and as to ite nonetary value, which now they were 
saying Was so great that it could herdly be appraised, 
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Towards the end of the third meeting, Company rep- 
resentatives stated that they would be aes ceed in considering 
the matter if they could secure rather complete and precise 

ansvers to seven questions whieh they then read. These ques- 
tions fell inte the field of inquiries that I have summarised 


At thie point I was compelled to leave in order to try 
te be sent at a conferenee in the office of the Seeretary 
of State, Before do se, I had a fewmnutes private con- 
versation with Mr, # in whieh I said te him that I had 
the impression that indefinite continuation of the present 
line of interchange would not reach a satiefactory end, I 
eaid I had the further impression it would be essential for 
him at this point to talk over the course of negotiation with 
the Seeretary of the Interior and receive the Secretary's 
further instructions ss to whether he considered it imperative 
to continue to pase the Giscussion on the acquisition of 
100 percent stock ownership. Ne said he would seek eueh dis- 
Guesion with the Seeretary of the Interior that evening, sinee 
the Seeretary of the Interior was going eway for three or 
four days. 


I eaid that after he had had such a discussion I felt 
it would be useful if we could review the negotiations, and 
he agreed te get in touch with me todey, August 4. 


I informed him in general language that we have received 
a cable from our Minister in “sire which expreseed grave doubts 
as to the wiesdem of the stock sequisition projeet, and the 
way in which Ibm Saud would receive it. I said I would shew 
him a eepy of this cable when ve met today. 


Upon inquiry this morning, I learned that discussions 
went on quite a tine after ny ture but pregressed no 
further and that they suspended without setting a definite 
date for resumption. 
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Mr. Fred Winant, Chairman ( Se 
Washington Agency r 
Middle East Supply Center 
Washington, D. Ce. 
Dear Mr. Winant: Re: Saudi Arabian Mining Syndicate, Ltd. 





I tried to reach you by telephone this afternoon, but you were at a 
meeting. I wished to inform you concerning the following:- 


Mr. Arthur Knoizen, Chief, Mining Equipment Division, War Production 
Board, assured me that he would arrange with the office of Mr. William 
Batt to have a reply sent immediately to’ Mr. Charles Taft of the 

State Department confirming that, in principal,the War Production 
Board had agreed to furnish supplies in minimum amount to continue 

the operations of the Saudi Mine for the year 1944. Mre Knoizen 

stated that if you would call him at Republic 7500, Ext. 2498, he would 
be glad to confirm the above verbally, as it may take a day or two 

for Mr. Batt's communication to reach Mr. Taft. 


I went over in detail with Wy e_Henry_Brickson, of Mr. Knoizen's 
Division, the requirements for 44, and these were approved as being 
the minimum required to keep the property operating. The only excep- 


tion to the list, as originally submitted, is that secondhand air 
compressors will have to be used instead of new machines. 


Mr. Bernard Keen, Chief, Mining Section, Industrial Projects Division, 
Operations Branch, O-E.We, has agreed on behalf of his section to 
grant the Syndicate two special licenses - one covering the material 
ydnow on hand in warehouses available for immediate shipment. A copy 
g 4 of this special license application was given you by me this morning. 
+ 4” In addition, Mr. Keen has agreed to handle the 1944 operating require- 
po ments by means of a special license. 
t 


It is understood, of course, that the special licenses will not be 
issued until you have approved this procedure and until you have 

secured the agreement of Cairo to the allocation of the necessary 
shipping space. In this connection, of course, I wish to reiterate oO 
our previous request - that we are not asking for space other than Op 
broken stowage. We do not wish to interfere in any way with the ™~ 
shipment of vital materials to the Ked Sea area. 


Mr. Keen, Telephone Executive 70350, Ext. 660, suggested that you might 
call him and he would be very glad to explain the advantages of using 


hae 


Svic-cl/e9e9* 4058 


Sal e-T//o 969 bobs 


special licenses in these two instances. 


I wish to thank you for the time you gave Mr. Laylin and me this’ 
morning e 


Yours very truly, 
K.&. awl ~ 
R. F. GOODWIN 


RFG :mbm 





CC: Mr. Arthur Knoizen 
Mr. Bernard Keen 
Mr. Henry Erickson 
Mr. John Laylin 
Mre W. Leonard Parker 
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Ralph Davies told me in conversation yesterday that 4_,9-AT 
he had been informed that the State Department was dis- 
cussing with the military the protection of American oil 
interests in Saudi Arabia. He said that if this was the 
case, Secretary Ickes should be brought into the dis- 
cussions. I told him I appreciated the interest that 
Secretary Ickes had shown in oil reserves in the Middle 
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East and felt that when problems directly affecting (C 
foreign oil reserves, particularly if they related to O 
the war effort were under consideration, they would be a 
discussed with him. ° 
OF) 

I gathered that Mr. Davies had received some IN 
intimation of the recommendation approved by the President U, 
that funds be sought to take care of the budgetary require- W 


ments of Saudi Arabia, and was giving me a friendly hint 
that Mr. Ickes should be informed regarding this matter. 
As you know, the Navy felt that the mtter should be 
handled so as not to involve the Petroleum Reserves Cor- 
poration of which Secretary Ickes is President. 
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When this matter is under discussion with Senator 
Connally and possibly other members of the Foreign 
Relations Committee, it seems most likely that it will 
come to Secretary Ickes' attention, It might, therefore, 
be more desirable for you to advise him, at the present -, 
time, of what is under consideration rather than have Soa 
him learn of this contemplated action from other sources.” 
In view of Ralph Davies' remark, I am offering this sug- [> 
gestion for your consideration. You may wish to discuss —. 
this matter with Mr. Murray, Mr. Alling and myself at La 


your convenience. WO 
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Charles Rayner . 
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Mr. Rayner is sending this on 

to you thinking, perhaps, the Secretary 
would like to have it before the luncheon 
today. Mr. Alling has already seen it. 
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By the direction of the Secretary I met the following 
Senators in the office of the Chairman of the Committee on 


Foreign Relations: Senators, Connally, 3erkley, George, Vandenberg, | 


and LaFollette. 


I etated to them that I desired to talk to them by direc- 
tion of the Secretary not only in confidence but in secret and 
asked if they were egreeable to that contition »vrereoulisite, 
Esch replied that “hey were, 


I then referred to the resolution concerning Pelestine 


which is before the Committee. I stated that our attitude toward 


Palestine had been one of aympathetic interest. The Department 
had long Leen sympathetic to tie proy,yosal that there be a home 


in Palestine for the Jews and we were still in symnsthy. We aE 


refrained from public discuasion of the matter for several 
reasons. First was the danger to the military situation which 
might be engendered by political controversy. Second was the 
fact that the Secretary had een in conversation with the Briti 
on the subject of Palestine. One of the Senators asked if that 
had to do with the "White Paper." I etated that 1t did have to 
do with the White Paper and that the Secretary wes interested 1 
the, policy referred to in the so-called "Balfour Declaration," 


o 
m™m 
© 
~l 


I 
ya 
7) 
bmie 
» 
ba andl 


fom t 
b- =~ 


Senator Barkley asked if 1t would embarrass the Pritish if the 0D 


discussed the matter in public on the floor of the Senate or if 
1t would be embarrassing to the British if the reesolution were 
passed, 


Senator LaFollette 
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Senator LaFollette interrupted to say thet he had seen 
some reference in the press to the effect that Rabbi Silver 
had stated that Prime Minister Churchill was of the opinion 
thet if the United States Senate and the House of Hevresenta- 
tives would pass a resolution it would te helyvful to nim in 
his own Government to overcome the opposition he had at home 
to the proposal embodied in the resolution. Senator LeFollette 
further stated that it would seem to him that it would be very 
helpful to the British in their political operations with the 
Arabe in the Near East because the action contemplated in the 
resolution would be harmful to the United Stater interests as 
it was opposed to the Arabian interests. Senator Vandenberg 
expreseed himself as being entirely of the same opinion as 
Sen-tor LaFollette and said he thought it would be a charac- 
teristic piece of British diplomacy. 


I resumed my conversation to state that the British were 
responsible under the mandate and that we had been looking to 
them to make the change in the White Paper and that the 
Secretary's conversations with Lord Halifax had been along 
that line. The British were responsible not only from the 
point of view of the mandate which had been given to them by 
the League of Nations, of which body we were not a member, out 
they were also politically responsible because of their lerge 
political interest in the Near East and were very careful 
not to disturb so far as unnecessary their relations with the 
Arab nationalities and groups. dowever, it was their 
responsibility and we had conversed with them and hed refrained 
from any public discussion of the metter. 


Furthermore, we had tried to postpone the settlement of 
all these local controversies and pass them off until after 
the wer so thet there would be an opportunity at the peace 
conference for all governments to eaassume a joint responsibility 
in connection with the settlements. We considered it better 
that way than to have the United Stetes discuse them alone and 
shoulder responsibility alone, 


Senator Barkley asked whether we had not assumed some 
responsibility by virtue of the Treaty of 1924 and whether we 
had not recognized the authority of the Fritish and had thereby 
become partly responsible ourselvee. I told him that the Treaty 
of 1924 had been entered into with Great Britain in order to 
give the United States a right to protect its nationals in 
Paleetine. Of course it recognized England eas the mandatory 
becsuse the treaty was made with England as mandatory. However, 
that did not give the United States or change the Juridical 
base of England's relationship with the League. I stated that 
we had also made similar treaties with the French as regards 
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Syria and with the Japanese es regards the Pacific Istenda,. 
They were all for the same purvose end each of them ratified 
by the Senate, 


I then took up the o11 sitvetion in Arabia. I stated the 
fact that the concession had been given to two American 
companies and that the United Statea Sovernment hed veer 
interested in supporting them with the Arabian Government, 

I stated figures to indicate the enormous auantity of cil 
involved in the deposit and compared it to the estimate? 
original volume of 011 in the United States. I explained the 
location of the 011 properties and the general extent of the 
area affected by the concession, I then read to them a meno- 
randum on the subject prepared by one of the officers of the 
Devartment and which concerned pending 011 developments in 
Seudi Arabia, I then talked about the pipe line and the 
general line of its prosnective location, 


At thie point there were expressions of amazement and 
concern on the part of each of the Senatora present. There 
Was entire approval of the »derticipation »yv the United Stetea 
Government in the negotiations and there was satisfaction that 
American compvanies had received the concession and there was 
expreseed on the part of each one of them very grave concern 
over the effect the passage of the resolution might have upon 
the continuance of the concession under which the United States 
operated. They each placed emphasis upon the military aspects 
of the possession by the United States of such quantities of 
oil, not only for the present but for the future, and some of 
them went so fer as to gay they would be only too glad to 
support the Government in the acauisition by the Government, if 
necessary, of these’ concessions and operation of them if it wovld 
contribute to advance the national interest and secure the oil 
to the United States. Particular enphesis was made on the 
military aspects of it. Each of the Senators was so positive 
in hia statements and so confident in the expression of his 
belief that the o11 there was of paramount necessity that my 
memory does not separate the remarks one made from the remarks 
made by another, They were each outspoken and positive in 
their declarations respectively that nothing ehould be allowed 
to interfere with the continuing acouisition of the oil. 


Senator Vandenberg asked whether Colonel Hosking was in 
Washington. I replied that I did not know. Each of the 
Senators stated that he had talked with him. Vandenberg 
asked who had eent him to the Near East. I replied the President 
had sent him. He asked if he was under the jurisdiction of 
the State Department at the present time. I ctated I did not 
know what lis status was. He waa in uniform but to whom he 
reported and from whem he received his instructions I was not 


informed. 
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informed, I stated that Colonel Hoskins' views were very 
positive but that they should not be taken eas se, saleteahiatleie 8 
the exact views of the State Department. 


Senator George asked whether the Ruresian Government was 
interested in Palestine, I stated “rat I Aid not know. He 
asked whether the Russian Government permitted the Zionist 
Movement to take form in Russia. I renlied that it was my 
information that the Russian Government had not permitted it 
to become formalized or Vocal in Russia. He stated that it 
had been his understanding and he was concerned whether the 
Russian Government might not take some offense on the passage 
of guch a resolution, I renlied that we had no information 
to that effect. 


I then etated that I would like to reiterate the Depart- 
ment's long standing interest in the Paleetine cuestion and 
to restate that. we were currently engaged in conversations 
with the British on the subject end are interested in further- 
ing the cause by legitimate means though we were very careful 
not to give public expression to them during the present war. 


Senator Vandenberg eaid that he fully understood and 
appreciated the Devartment's policy in that respect because 
he could envisage that the Nazi agente and propagandists 
could use any public expression ag a weapon to injure our 
collaboration with our allies and the Arab populations in the 
Near East. He said he was aleo very fearful that the resolu- 
tion under consideration by the Senate would be used by the 
Nazi agents to cause trouble for us anongst the Mohammedan 
governments of thet whole area. He expressed himself ar 
being particularly concerned about the supply line along North 
Africa. Senator LaFollette asked whether there had not been 
some recent trouble among the Arabs in Morrocco. I explained 
that there had been some local manifestation of a nationalist 
movement but that the French authorities seer to have it 
thoroughly in hand. 


I stated again that we had tried to postoone the discussion 
of these questions until after the war but that the Department 
wes not taking a position arainst this resolution end that my 
remarks should not be in any way construed as being opposed to 
it. We were presenting to them as a small group of Senators 
irformation which we could not make public but which Mr, Hull 
felt should now be in the minds of some of the members of the 
Senate. I then related exactly why I was present this morning. 
I had been before the Foreign Relations Committee on the day 
Senator Wagner had introduced the resolution. Senator Vandenberg 
had at that time stated that he could not support the resolution 


unless 


“Ban 


unless he heard from the Secretary of War and the Secretary of 
State and he had esked the Committee that letters be written to 
those members of the Cabinet. I had then seen the danger of 
the Secretory of State beine faced with the necessity of 
answering such e letter and its becoming rublic. As a matter 
of fact he was being asked to ‘comment upon a matter before the 
Senate which had no effect in law. The resolution would 

eimply be an expression of the will of the Senate, It had no 
binding effect. If the Senate neassed euch 2 resolution the 
Department of State would be prepared to handle whatever 
situation resulted from it. The only unfortunate thing was that 
es written rev)y from the Secretary of State would almost neces— 
sarily be made public snd would give definite expression to a 
matter of foreign policy which we had up to this time in the 
interest of national interest tried to retain in confidence. 
Subsequent to the introduction of the resolution and the direc-— 
tion by the Committee that a letter be written to the Secretary 
of State and Secretary of War I asked Senator Connally if he 
could not dispense with the necessity of writing those letters, 
He stated that he did not see how he could under the directions 
of the Committee but that he would hold them for a few days. I 
had then talked on several occasions with Mr. Hull and I told 
him yesterday that 1t was necessary to be preparee to answer 
such a letter. Senator Connally told me yesterday that he 
thought it necessary to fomward the letter, Thereupon the 
Secretary of State had asked me to talk to this selected vroup 
of Senators but to talk to them on condition that it be a 
secret conversation, Consequently, I met with them this mern- 
ing and I was presenting to them for their information matters 
heretofore secret and eome of which must continue to be secret, 
but the facts presented were for thetr informaticn -nd were not 
to be construed and were not jJuvetified as being used as either 
for or 3gainst this particular resolution, On it the Department 
took no position, We considered it unfortunete that it had been 
necessary to recéive a letter on the subject. Irrespective of 
the letter the Department was not ovposing the resolution, If 
the Senate passed the resolution the Department wovld handle 
the situation resulting from it to the best of its ability as 
1t did on all other occasions. 


Senator Vandenberg asked if we would consult the War 
Department. I replied that I did not know thet we should consult 
the War Denartrent. Senator Connally stated that a letter was 
going to the War Department and that a copy of it would be sent 
to «ne Department of State. He hoped thet we could discuss the 
matter with the War Department. Several Senatore expressed a 
vearticular hope that Genei'al Marshall might be able to give an 


exoreseion 
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expression of his views, They stated it would be better from 
their point of view to have the opinion of General Marshall 
than to have a statement from the Secretary of War. 


Several of the Senators stated that in their opinion the 
resolution should not pass and that it shovld be suppressed 
on the ground that it was dangerous to the national interest. 
I stated that we could not foretell that it would be dangerous 
to the national interest and that I would like it to be 
definitely underetood that the Department of State wes of the 
Opinion that we could not foretell the effect upon the national 
interest as to whether it would be good or bad and that the 
Department would handle the circumstences developing out of it 
in the ordinary course of bueiness as it did with all other 
matters whether they were difficult or easy to handle, 


After again impressing upon them the fact that the subject 
matter of the conversation and the fact of the conference was 
a secret the meeting adjourned. 
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MEMORANDUM 


PENDING OIL DEVELOPMENTS IN SAUDI ARABIA 
NECESSITATING NEGOTIATIONS WITH KING IBN SAUD 


The Arabian-American O11 Company, owned jointly by 
the Standard O11 Comnany of California and the Texas 
Company, holds, in the independent Kingdom of Saudi Arabia, 
an o11 concession constituting one of the greatest petro- 
leum reserves in the world. In view of the rapidly dimin- 
4shing o1l reserves within the United States, it is con- 
sidered imperative that the American interest in this 
Saudi Arabien concession be preserved as a means of in- 
suring this country an adequate source of supply of petro- 
leum products to meet military eventualities in the years 
to comee 


As a means of preserving the American interests in 

this concession, the Petroleum Reserves Corporation pro- 
osed to the two parent companies of the Arabian-American 
611 Company that this Government purchase at least a third 
of the stock of the company. This proposal was made in 
order to establish an American governmental interest in 

the concession in the belief that this arrangement would 
assist in maintaining the American interests therein. The 
parent companies, however, were reluctant to sell stock to 
the Government, and furthermore it was felt in some quarters 
that it would be inadvisable for this Government to put it- 
self in the oil pbusiness through stock participation. Within 
the past few days an alternative arrangement has been made 
whereby the Petroleum Reserves Corporation will construct 
and own a pipeline running from the Persian Gulf across 
Saudi Arabia to the Mediterranean. At the same time the 
Petroleum Administration for War has authorized the Arabian- 
American O11 Company to construct with its own funds a large 
refinery on the Persian Gulf in order to provide sunplies 

of petroleum products for the prosecution of the war. The 
construction of this refinery has the approval of the Joint 
Chiefs of Staff, who consider the project essential to the 
war effort. 


The concession area held by the Arabian-American Oil 
Company does not cover the entire Kingdom of Saudi Arabia. 
A pipeline from the Persian Gulf to the Mediterranean, 
therefore, must cross a portion of Saudi Arabia outside 
the concession area, Although the company, under the terms 
of its concession agreement, has the right to construct a 
pipeline in the concession area, it does not have the right 
to build a line in Saudi Arabia outside that area. Before 


the 





the pipeline can be built, therefore, it will be necessary 
to negotiate with King Ibn Saud to attain permission to 
run the pipeline across a portion of Northwestern Saudi 
Arabia lying outside the area delimited by the conceegion 
agreemcnt. 


r- 





Copy to: “A 
; ;' 


Hon. Cordell] Hull 


Hon. Tom Connally, 
United Stetes Senator, 
ashington, L. C. 


Lear Senator Connelly: 


You ere the Senior Senator of the largest o!1 
produeing state in our tmion, ané i feel that it i's your 
duty to help stop Secretary ickes in his most unreasonable 
move to heve our government bulld pipe lines in Arabia. 

Ye now have enc will have for many generations sufficient 
petroleum for our needs, but if the time ever errives when 
this is not the ease, we can make all the synthetic zes we 
need (as Germany {8 now doing) out of many things, such as 
corn, potatoes, scrghum and sugar cane, Your Congressional 
veeord covers the subject regarding tne many methods of mmk- 
ing synthetic gas anc the many kinds of protuets trat can be 
used. The added cost of making syntiietlc gas over tue cost 
of petroleum gas would not be @ loes, for it woulc mean adced 
lehor, which {is so badly needed in tiis country, en would 
open up new markets for meny things relisea », our fermoers. 


The (mited Ststes nas been very successful in 
handling the North end South Amertean continents anc up 
to cate we have not had eny interference from any of the 
countries ecross the ocesn, Now, {i we shoulc stert med- 
dling in the polities of Asia anc Africa, it is naturel to 
suppose thet the strong countries of urope anc /sia will 
start weddlin,, within the territory thet is covered by the 
Yonroe Doetrine. 


I feel sure thet yys of our ecitizers cre anxious 
to win the war that we are now fighting anc then bring all 
our arpmec forces home, but if our Covernment builds pipe 
lines in Arabia, it will be necessery to keer an armed force. 
there, probably "resulting in were thet will last one hun: red. 
years. 

aN 

There is always @ great question about tne amount _. 
of reserves in sands that have not been fully explored, ao 
it follows that there may be a question about tne great amo 
ef of1 in Arabia that they speak of. Dr. DeGelyer, Jecreters 
lekes' right~hand man, whom he sent to Arabia to investigate 
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Wnifed Dtates Henate 


SPECIAL. COMMITTEE INVESTIGATING 
PETROLEUM RESOURCES 


May 25, 1944 


Charles Rayner, Esquire 
Petroleum Adviser 
Department of State 
Washington, D.C. 


My dear Mr. Rayner: be 


I acknowledge your letter of May 24, 1944, 
with which you transmit, for the files of the 
Senate Committee on Petroleum Resources, a 
memorandum prepered in the Office of the 
Legal Adviser of the Department of State on 
the relation to the proposed pipe line of the 
provisions of the Mandate for Palestine and 
Trans-Jordan. 


Sincerely yours, 






A < 


nois Maloney 


Chairman 
LSH 


| yy 28 8 
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Memorandum of Conversation 4: 
4- 
DATE: June 1, 1944 


Saudi Arabia Pipeline Matter 
2 oy, 
The President vi Pe 


Senator Maloney v4 
Secretary Ickes % Q, %, 
Mr. Stettinius v 


S, AP, A-L, NEA 





| 
e 
5 
e 
~ 
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I met with the President, Senator Maloney, and 
Secretary Ickes this morning at the President's request 
in his office on the Saudi Arabian pipeline matter. 

It was an hour and a half conference and went into 

great detail. Mr. Ickes would not give in on the 
Senator's request that a letter be written to the Sec- 
retary saying that no decision would be reached on the 
pipeline until the British discussions were over and 
that the pipeline would not be undertaken in the future 
without giving the Maloney committee thirty days notice. 


Senator Maloney stood his ground. The President 
repeatedly asked Mr. Ickes to meet the Senator's request 
and finally it was left that the President asked Mr. Ickes 
to try his hand at a new letter to see if his points and 


those of the Senator's could not be met. 


a 
~) 
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SUBJECT: Arabian Pipe Line 
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DEPARTMENT OF STATE 


Memorandum of Conversation 


Telephone conversation between 
Mr. Stettinius and 
Secretary Ickes 


COPIES TO: AP, S, and NEA 








Secretary Ickes called me this afternoon and read to me a letter 


which he had dictated to Senator Maloney on this question, the major 
part of which is quoted below: 


‘"Since I talked with the President on June lst and had the 
discussion in which you and Under Secretary Stettinius participated, 
I have been giving deep thought to the subject that you raised that 
I participate in hearings on the petroleum matters. I could write 
you a letter disclaiming any intention on the part of the Petroleum 
Reserve Corporation to do anything without thirty days notice to you. 
For the reasons I explained I do not think it would be in the 
interest of national security ... In the second place our relations 
with the British might be broken off altogether if we should lay on 
the shelf the only method of ... consultations with the British on 
the Middle Eastern oil. I have no desire to act arbitrarily and I 
speak for the officials of the Petroleum Reserve Corporation—I 
indicated that I would not take any other steps without giving 
reasonable notice ... Discussion of the pipe line would be ... dis- 
advantageous from the viewpoint of our relations with the British. % 
As I told the President I would be glad to come before Executive 


Committee to bring the members down to date on the Middle Eastern 
situation." 


After reading the letter, he stated that he did not see 7 else 


he could do. 


I replied that I thought Senator Maloney would probably odie a 


matter again with the President. 
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RESTRICTED 
Ho. D7) 
To the 
Officer in Charge of the American Mission, 
Cairo. 


The Secretary of State encloses for delivery, if 
the Officer in Charge of the American Mission perceives 
no objection, a communication together with an enclosed 
power of attorney from the Arabian American 011 a mang 
to Mr. F. W, er, principal representative of t 
Company in Sa abia. It is understood that Mr. Ohliger 
is expected in Cairo in the near future and that the dom 


Gesires this communication held for delivery to him 
in TOe 


Enclosure: 


Letter to Mr. F. W, 
Ghliger, May 16, 1944 
/ from the Arabian American 


011 Company, with enclesure 
(Power of Attorney). 


NE: WLP: MW 5/17/44 
Whore 
of 


#/0R / ijt 
1g 1944 P M. 
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a reply refer to May 24, 1944 


My dear Colonel Carlson: 


There is enclosed for appropriate examination ma- 
terial which the Department has received recently from 


Washington, D. C., for tranemission atroad. 


It is requested that you return this material to 
the Department, indicating whether or not you approve 
its release. 


Sincerely yours, 


Lloyd D. Yates 
Acting Assistant Chief 
Division of FPoreign Activity Correlation 


Enclosure, 


Letter to Mr. FPF. W. Ohliger, 
care of American Legaticn, 
Cairo, Egypt. 





Colonel ig ee V. Carlson, 
Chief Postal Censor, 


The Office of Censorship. 
FC ¢} EMM 
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1 2 1944 
"| UNITED SATION ERICA, NON OF 
\ NEAR ASTERW AFF 
<r "  (Pretonia , Upton of SoutRTArrica ne ee 
Corned SH acl |i AM 8 46 ‘Nhe 2 2, 19% it oe ee’ 
: piosy~e ol cate Y cs, ppeechedae a 
MEET SFR MUHICATIONS Aes ‘ 


—4+———— AND RECORDS 
tes Subje Arabian American O41 Company ay 


The American Minister has the honor te r 
to the Department's confidential instruction ok et, 
of March 29, 1944 informing this Legation of the wa 
time character of the operations of the Arabian Amert da: 
011 Company of San Francisco, California, and to the BF 
Legation's airgram no. A-21 of April 25, 3:00 p.m. 
1944 informing the Department that the substance of 
the aForepenti cnn instruction relating to the essential 
A, % war-time character of the undertaking of the Arabian 
American 011 Company in Saudi Arabia had been brought my 
to the attention of the Union Government. 


33M © SwOTT TSH > 
JO NOISTAI 
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In the foregoing connection and for the Depart- 
ment's information there are quoted below pertinent 
paragraphs of a self-explanatory note, dated June 19, rw 
1944, from the Department of External Affairs setting an 
forth the Union Government's position in the matter of G) 
the exportation of certain materials which the Arabian N 
American Oil Company may wish to procure in the Union. oe 


"The Department of External Affairs presents ' 
: its compliments to the American Legation, and with ru 
! further reference to the latter's Note of the 19th no 
April, 1944, has the honour to inform the Legation N 
a that the contents thereof have been noted by the a) 
bet Chairman of the Board of Supply (Director-General 
- ge] of Supplies) and that copies of the Note were cir- 
im culated to all Commodity Controllers, 


fe "It can be stated that any application for 
; a permit to export materials from the Union to 
A cane Saudi Arabia which is made by or on behalf of the 
[ a Arabian American 011 Company will be dealth with 
= _ ; on its merits and according to the supply position 
prevailing within the Union at the time of the 
application. 


"Insofar as iron and steel are concerned, in 
view of the unfavourable supply position and having 
regard to the heavy commitments in aes, sgt of the 
requirements of the Eastern Group Supply Council 
which will have to be honoured, no assurance can 
this juncture be given that the Union will be abl 
to assist in making supplies available for the a 

-—@enstruction of an oil refinerayy in Saudi oe 


sc 
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THE TEXAS COMPANY 
I35 EAST 42"° STREET 


Wns NEW YORK 17, N_Y. 
rl NY. 


June 23, 1944 
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The Honorable Cordell Ful 
Secretary of State, 
Washington, D. C, 





My deer Mr. Secretary: 

From recent conversations which our Mr. Max Thornburg 
had with you and from other conversations which Mr. F. D. Collier, 
President of the Standard Oil Company of Californis, and I have 
had with Mr. Peul BR. Alling, we understand that the Department of 
State is giving consideration to the manner in which joint United 
States and British influence in Saudi Arabia may be worked out. 

As you know, the Standard O11 Company of California and 
The Texas Company through an affiliated compsny, the Arabian 
American Oil Company, are equal owners in the Saudi Arabis oil 
concession and we would like to submit certsin views which we hope 
may be taken into account in any arrangements affecting Saudi 
Arabia. These views are summarized in the attached memorandum. 

This memorandum represents my views on this subject end 
I am also authorized by Mr. Collier to advise you that they repre- 
sent the views of the Standard O11 Company of California; further- 
more, they represent the views of the officers of the AreBl ai 


ed 
American O11 Company. = 


Te 
Mr. Collier does not expect to be in the Fast in the near 


future but I would very much appreciate the opportunity of calling 


Wi 
aN 
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The Honorable Cordell Hull -2- June 23, 1944 


upon you and giving you more in detail my ideas on this subject. 


Very truly yours, 


JVM ~~ 


WSSR-WAD 
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IN REPLYING PLEASE QUOTE INITIALS 


CABLE ADDRESS ‘CITIBANK™ 





Va vcPAyy =e 
ASN 
Mr. Paul H. Alling, Chief, «”. Qo ON 
Division of Near BastenmAttaiss.s yy F 0) 
Department of State, tw . BD 0 
Washington, D. C. 7, GP e O 
MW Or Tl 
Dear Mr. Alling: SO on 
“CORDS | O) 
This is to confirm my telephone conversation and that of ON 
Sterling Bunnell with your Secretary lete yesterday afternoon. re 
The Arabian American Oil Campany has made arrangements to purchase ~s 
certain materiel from the Persian Gulf Service Command of our Army. Apparent- 0) 
ly the Commanding General required the company to furnish an Irrevocable Credit. ' 
4s the matter was urgent, we were requested to cable General Connolly confirm- N 
ing the credit directly to him. In order to get the cable through as quickly ~ 
as possible, it was suggested thet we ask your help. 
Accordingly we dictated to your Secretary the following cable, asking 
that it be transmitted through the Department to General Connolly: 
"BY ORDER OF ARABIAN AMERICAN OIL CO THE NaTIONAL CITY 
BANK OF NEW YORK NEW YORK HAS ESTABLISERD ITS CLEAN 
IRREVOCABLE CREDIT NULBER KA 1027 UNDER WHICH IT UNDER- 
TAKeS TO HONOR CLEAN DkiFTS DRAWN BY THE AKaBIAN AweRICAN 
OIL CO OW THE NATIONAL CITY BANK OF NEW YORK NEY YORK TO 
THE ORDER OF THE TREASURER OF THK UNITED STATES EACH SUCTi 
DRAFT TO BE SIGNED ON BEHALF OF THE ARABIAN AuwsRICAN OIL 
CO BY ANY TWO OF THE FOLLOWING FIVE PERSONS FLOYD  OHLIG#R ¢_ 
G A KELLENBERG B E TREWIN C E DaVIS P C LC CONNELL PROVIDED © 
EACH SUCH DRAFT DOES NOT EXCEED US § 500000 IN AWWUNT IS ~ 3 
ISSUsD NOY LATER THAN JUNE 30 1946 AND BEARS YHE AFORES/.ID a 
CREDIT NUBMSER AND FINALLY THAT AGGKEGALE OF DRAVINGS UNDER | “4 
SAID CREDIT DOZS NOT EXCEXD U S $2000000" g v 
The Oil Company and we appreciate your help. We assume you will bill 
us later for the cable charges. 
With many thanks, 
Sincerely yours, 
at . 
” 





ce PresMent. (. 


In reply refer to 
BE duly 4, 194 


My dear Mr. Blair: 
I “~~ peng fa letter of Pie Miah ents a “* 
uoting a telegran U reques e Depar 
+e tranemit in your Daan? to General Cennolly. 

In response te your oral request by telephone 
en June 26 when you dictated the text of this megsage 
over the ie sg thie message was traneni tted 
preaptiy ugh off 


Sincerely yours, 


Paul H. 
Deputy Director 
Office of Near Eastern andi African Affairs 


Mr. Floya G. Blair 
Viee President, 
The National City Bank of New York, 
New ¥ York. 


“ 
ef erie 7/3/44 


4eial channele to General Connolly. 
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— NOTES FOR MR. RODGERS' CONFERENCE ANE 
WITH SECRETARY HULL ~ 

JULY 5, 194% (3:30 P.M.) 







Reference, Messrs. W. 8. 8. Rodgers 
23, 1944. 

While the foregoing memorandum expresses our views for the post 
war years, some concern is felt lest the economic assistance which our 
Government is now giving Saudi Arabia be suspended before it becomes 
possible for 011 revenue to be developed to a substantial level, which - 
will not be until after the war. Any cessation of American Government 
assistance, whether by Lend-Lease or otherwise, before that time, 
would invite a corresponding increase in British aid and influence. 

Wheat is the liklihood that American Government assistance will 
be curtailed prior to the development of adequate oil revenue? 

ON OF OIL 0 M iT 


yrs-1/e9¢9° 


History has amply demonstrated the necessity of maintaining oil 
exports from each producing country at a sufficiently high level to meet 
the requirements for revenue which are essential to its national 
economic security and advancement. We intend to accomplish this in 
the case of Saudi Arabia and other countries in which we produce oil O 
by entering the oil markets of the world, in full competition based gee 


quality, service and fair price, making the necessary investments for XQ 


“OQ 
Q 
discriminatory arrangements in the marketing field. We understand chin. 


distributive facilities, and without cartel or other restrictive or 


to be the aim of the Atlantic Gharter and of other expressions of 
policy by our Government. If there are to be restrictions imposed on 


OY 

\w 

\ 

either producing or marketing operations based upon the commercial YY 
ms) 







jin ante private companies, as distinguished from the economic 
passes 9" evens and consuming interests of countries or peoples, 


re a 2 





: y smenie like to know it - as our companies strongly favor full 
competition es epposed to cartel quotas. This is true whether the 

| cartel is fixed by Government action or by private agreement, except 
as such quotes relate directly to the economic welfare of a country. 

Regardless of the method ultimately employed to finance this 
project, our present expectation is that this line will become a 
Commercial necessity following the war, and when political and 
economic circumstances within the Near East make it feasible. Even 
before then we believe that the necessary concessions should be s@-~ 
euredifrom the countries concerned to insure that Saudi Arabia can have 
an outlet to the Mediterranean. We wrote to the Department of State 
(under date of December 23, 1943) concerning our intentions and believe 
thet the Department is disposed to give us such diplomatic support as 
may be necessary and proper. Our negotiations with other governments, 
of course, should not conflict either in time or nature with our 
Government's conversations with other governments concerning o11 policy. 
We feel strongly, however, that the King of Arabis should be 

kept appropriately informed concerning this project either by our 
Government or by our Company. Erroneous information reaching him 
from other sources, or prolonged doubt in his mind as to the status 
of the project sbdout which so much has been said, inevitably will 
prejudice him in our disfavor. (See memorandum June 20 on proposed 


procedure for securing pipe line concessions. ) 


July ay 1944. XY 
\ (xe copies distributed outside of Company). 
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MEMORANDUM ON «ALGRICAN aw wH Lr 





American and British influence in Saudi arsabie is discussed 
here under three general heedings; Military, Zconomic and Political. 


, ne} 
Wilitary fds PARTMENT Gf STATE 
n 


While decision must rest unon expert opinion/com 14 with 
knowledge of general plans for the area it appea ai Ab My gt ha 


the British take the lead in the organization and chit ht 
armed forces as the King has need for. This would atpl 
close integration of such forces with the generel militar RS 


strategic planning of the region. British influence commencing — 
with the military, however, should not extend eventually into other 
affairs. Moreover the oi] concession agreement requires that the 
oil company use Saudi arabian soldiers as escorts when away from 
headquarters, and the company organization makes regular use of 
the Saudi police force which is essentially military in character. 
In addition the security of the entire field organization, includ- 
ing the communities in which many Americans live with their fami- 
lies, may depend upon the Saudi armed forces, as mey also the 
security of the oil operations. For these ressons the United 
States should be represented adequately on any military mission 
sent to Saudi Arabie. 


BWceonomic 


Economic influence, which is intended here to include certain 
closely related social and cultural influence, unquestionably 
should be dominantly American. It is American investment and 
Operations upon which Saudi :rabia must depend for the greatest 
part of its revenue, and it is American interests which would be 
hazarded by an unwise economic policy. Unless Saudi sarubia's 
economic program, including the fiscal and monetary systems, econ- 
omic legislation, bucget planning, public works and the like, is 
closely related to a practicable oil development and exporting 
plan, both will be thrown into confusion. 


Moreover the development of local food supplies, transpor- 
tation facilities, communications and local industries are mitters 
of direct concern to the American oil interests, us are also 
the programs of public health and the education and vocational 
training of the local people. The oil company's interest in these 
things is not different from the national interest, and american 
advisers could be extremely helpful in coordinating them. 


For the foregoing reasons it is felt that any missions which 
are sent to deal with any essentially economic situation should 
be predominantly American. 


As for any attempt to predetermine a division in commercial 
trade with Saudi Arabia, as between American and British sources, 


“2 ma 


it is believed that the best basis is that of non-discrimination 
and free competition. Many types of consumer goods, such as 

food supplies and textiles, almost certainly will be imported from 
near-by areas. Other manufactured goods will come from the most 
favorable competitive markets. During the next year or so, while 
the supply of such goods constitutes a burden rather than a 
commercial opportunity it would seem reasonable that the burden 

be something like equally divided, just as the commercial oppor- 
tunities will be later. 


Political 


More important than any of the foregoing will be any external 
influence which is permitted to exercise a control, direct or 
indirect, over'‘the basic political affairs of Saudi Arabia. Par- 
ticularly this applies to any long range influence which might 
affect the normal line of succession of the King. No particular 
safeguard against such influence is suggested other than to avoid 
any agreement now which might tie our government's hands in case 
a tendency in that direction were observed later. It is probable, 
however, that dominantly American guidance in the economic field 
would in the course of a few years so strengthen the legitimate 
administration and line of succession that an upset wovld become 
unlikely. Success in promoting Saudi Arabia's economic advance- 
ment, moreover, would greatly increase American prestige in the 
country and make it increasingly difficult for any other nationality 


to exercise’ political influence adverse to either Saudi Arebian or 
American interests. ° 


June 23, 1944. 
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Dhahran, Saudi Arabia e e 

ouly baa abe f “if ——— , 
| aah & AlLiam Be Canes 
re rt 

DIV: S10 9 elt a | 

Ri OIL COMPANY NEAK tASTEKN AFFAIHS ase 1-- 
san afem 
We E. -Z arrived in Dhahran in December, 1943. He wes assigned to the yi 


o , sonnel Division of the Relations Department for training and ‘to | 
Saw ve W. KR. Adams who was scheduled to take his home leave. 0 | 


4) after a few weeks, it was apparent that it would take considerable and ex~ oO 
tensive training and ‘supervision before Bill would be qualified or capable to "R 
assume routine duties. He was very interested in the duties assigned, but he e. 
would not heed advice or take seriously the value of operating instructions 
adopted by the Division. He would read various instructions hastily and made 
no concentrated effort to absorb them, regardless of the number of times he i 
was corrected. His responsibilities had to be restricted accordingly. OF 





Btll was responsible for housing, sanitation, watchmen, and a few mi scellannj} 
eous office functions. He applied nimself and as far as the outside work was , 
concerned, he was doing satisfactorily. His office work, however, was fair. _ 
He used very poor judgment and constantly created prcblems which were embarrasap) 
ing to the Division. Consequently, considerable time was consumed in straight 
ing and "smoothing out" serious mistakes. Problems created destroyed any 
confidence foremen may have had and they refused to a certain extent to con- | &. 
tact him regarding any questions arising from the functions assigned to him. | 


Bill's intimate association with Saudi Arabs also created serious euctiaalt | 
which were very difficult to correct or control, even though many tactful \ 
attempts were made to do so. The majority of his off hours were spent visit- 
ing the Arabs and he would be seen returning to his home at a very late hour, 
often hand in hand with a Saudi Arab employee. He ignored his fellow staff 
employees. He had no real or close friends among the Americans and could be (¢ 
Classified as a "lone wolf®. It was not only his Arab relations which created \, 
criticism but also his superior attitude toward staff employees. They did not — 
respect or like him. } 

ays 

A personal development record was prepared by a committee to ascertain what * 
action should be taken in his case. The result was discussed several] times on 
with the management and all concerned sincerely believed it was a mistake to 
retain his services. The fairest and most logical action under the cir jdomne 
stances was to return him to the States. It would have been unwise to trams- § % 
fer him to another division because his Arab relations would continually, ; 
present gerious problems and it would be impossible to testrict his assotjat$ 
with the Arab. pete’ ~~ fy 


After this decision had been made, the attached Personal Development Record ) 
was discussed with him. .He was informed that the Company was terminating 
his services because his work was not dependable, he employed poor judgment, 


Pipers 


In reply refer to 
PL 


Dear Mr. Borwick: 
Following up our recent conversation, I am 


x wondering if you have any pamphiets or information 
x conserning the proposed Saudi Arabian oil pipe line. 


% As you know, I have been trying to build up a 
NY small file here on the subject of international 
mw petroleum affairs. 
4! Sincerely yours, 
\ 


Leuis Leneaster 
Division of Publie Liaisen 


Mr. Richard Borvick, 
Suite 601, Evane Building, 
Iyie 1420 New York Avenue, HV, 
( / s/cR 
JUL 24 .944 Washington, D.C. (5) 
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» nail 


Syacn AveRca Ot Covenny 


/ 


200 BUSH STREET 


SAN FRANCISCO, 4, CALIFORNIA 


JAMES TERRY DUCE 


DIRECTOR @ VICE PRESIDENT 


August 7, 1944 


Mr. Leslie Webb 
State Department 
Washington, D. C. 


Dear Mr. Webb: 


With reference to PAW Case No. 0O03-001-81P74, I understeénd 
from Garry Owen thet some question has arisen regarding assignment of 
cars, perticularly the heavy trucks, Diamond T's, for our geological 
progran. 


As you know, we have a concession in Arabia covering approxi- 
mately 470,000 square miles. We have done geological work in some de- 
tail over about one-tenth of this area and we have done rough exploratory 
work over approximately one-third of it. Our contract with the Govern- 
ment of Saudi srabie requires that the Company relinquish to the Govern- 
ment from time to time portions of the exclusive area which the Company 
may decide not to explore or prospect further. The contract further 
provides that the Company shall continue drilling with two rigs. Dur- 
ing the war period, when communications were very bad, it was possible 
for the Company to secure the approval of the Saudi Arab Government to 
& temporary suspension of these reyuirements to the extent of permit- 
ting the Company to drill but one well; this in spite of the very active 
campaign whicn was being carried on by some of our neighbors, for instance 
at Ras Gharib in Egypt and in Persia. These activities have, of course, 
come to the notice of the Saudi Arab Government and they are now anxious 
for us to continue our drilling and exploratory prograu as they feel 
that their competitive position is being impaired. 


We have now secured priorities from the Government for the 
materials required for the necessary driiling, but our exploratory work 
is still blocked by the fact that we cannot yet priorities for the neces- 
sary heavy trucks. We would like to point out that, because of the dif- 
ficulties of terrain, the Company is compelled to use trucks of 4 type 
equipped to cope with the sand areas in which we have to conduct our ex- 
plorations in Arabia. It is a curious fact that the tires and equipment 
that we developed as the result of our experience have proved to be most 
useful to the Army end have had a considerable influence in the change of 
design of Army equipment. The net result of this question has ean & 
military demand for the particuler type of equipment which was developed 
by us for desert service. The amount of trucks required ty the Company 
for the particular work in mind covers only seven, of which delivery 
would be acceptable in the final quarter of this year - these trucks to 
be the Diamond T type with 14' x 20' tires. 
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Mr. Leslie Webb -2- August 7, 1944 


Last year, we were able to put a party in the field on the basis 
of oil trucks we had had from the period before the war. This satisfied 
the Government during 1943. These trucks have now been used in producing 
work on the new refinery and are now in such bed shape that we cannot 
use them for field work distant from our camps. In any event, no trucks 
used in the refinery construction would be available until next year. 


Article VII of the Supplemental Agreement of 1939 between the 
Saudi Arab Government and the Company relieves us from the obligation to 
relinguish lands to the Government for a period of ten years. This would 
mean that by 1949 we would have to designate the areas we wish to develop. 
We have been able to extend this for two additional periods each, which 
brings the period during which we have to complete the exploration of our 
concession to 1955. The part of the concession which we have not explored 
is that which will be most difficult to penetrate - the southern are& con- 
teining what was previously known as the Empty \Wuarter. We believe that 
the exploration period, during which a considerable amount of structure 
drilling must be done, is all too short, and that we will be involved in 
very great difficulty unless the preliminary work is done at this time. 
It would be idle for us to attempt to secure another extension of this 
period for we are quite sure that tne Saudi Arab Government would, with 
full justice, deny such an extension based on the fact that similar work 
is being carried on in neighboring countries. 


We, therefore, request that you support our efforts to obtain 
priorities for the seven trucks necessary for this work together with the 
ancillary equipment. 


Very truly yours, 


/sitta € 
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PETROLEUM ADMINISTRATION FOR WAR AUG ; ; i YS x 
WASHINGTON 96 p, C, DEPA et poe 
STATE 


Mr. Charles Rayner, 
Petroleum Adviser, 
Room 363, 


Department of State, afea * 


Washington, De Ce 
Dear Mr. Rayner: 


Ret PAW Case No. 003-001-81-P7h 
Geological and Geophysical 


2 (3 / Automotive Equipment for Saudi 


Arabia - Arabian American Oil Co. 


44 The above application has been presented to the Foreign Production 


Division of PAW for its consideration and approval by the Arabian 
American 011 Company. 


The company has requested in this application, 30 units of automo- 
tive equipment of various types, together with other materials that are 
essential to exploratory operations. When this application was presented 
to the Foreign Petroleum Materials Committee for consideration, the 
representative of the War Production Board, Major C. EB. Miller, stated 
that the WPB was opposed to granting any critical material for operations 
that did not come within the direct scope of the war effort and that his 
agency would require a strong recommendation from the State Department 
before the application would be approved. Assurance was given by Mr. 

Le A. Webb of your Division that the State Department would prepare a 
statement supporting this program of geological and geophysical work in 
Saudi Arabia. 


We have been informed by the representatives of the Arabian American 
Oil Company that they are obliged to commence these surveys as soon as 
possible in order to protect their concession in Saudi Arabia. The ruler 
of Saudi Arabia is aware that work of a similar nature is being done in 
Iraq, Iran and other neighboring countries and sees no reason why the 
company should not be doing similar work in his country. It is stated 
that he is becoming quite insistent in the matter and the company feels 
that they cannot delay exploratory operations much longer. 


The Saudi-drabian concession is one of the largest and most important 
n_the world and comprises an area of approximately 70,000 square miles, 





CTORY| which is nearly equal to the combined area of the states of Texas, 


Oregon and Washington. 
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The concession contract provides that the Arabian American 011 Com- 
pany shall continuously carry on exploratory work that is necessary to 
evaluate the concession. ‘To date the company has limited its geological 
work to the coastal sone of El Hasa and states that there are areas with- 
4n the concession larger than West Texas in which they have never had a 
geological party. ‘he exploratory work of the company was interrupted 
by the war and, in contrast with their neighbors on the North, the Iraq 
Petroleum Company, they have done no geological work during most of the 
war period in the Middle East theatre. Geological work was resumed with 
a field party in Janmary, 19), and up to the present time no equipment 
has been requested for geological work. However, it is now necessary to 
have additional automotive equipment to be able to maintain even this one 
party in the field. 


Physlographically, Arabia may be divided into four parte; (1) the 
Central Plateau, (2) the Sandy Deserts, (3) the Border Ranges and (i) the 
Coastal Plainse 


The Central Plateau cccupies most of Nej'd in Central Arabia and con- 
sists of stony highlands and plateaus, lying at elevations of 3000-4000 
feet, above which rise isolated ridges and mesas attaining elevations of 
5000-6000 feet. 


The Central Plateau is bordered on the north and east and southeast 
by extensive sandy deserts. To the north the Nefud desert extends for 200 
miles from east to west and consists of immense sand dume ridges, separated 
by bread barren rocky valleys. To the east is the Dahane desert consist- 
ing of several longitudinal belts of red sand separated by shallow sandy 
valleys. To the southeast is the vast expanse of the Rub al Khali desert 
of sand and limestone gravel. 


On the outer border of Arabia are lofty mountain ranges that are 
separated from the adjacent seas and gulfs by narrow coastal belts. The 
highest of these attains elevations of 7000-8000 feet. Beginning at the 
head ef the Gulf of Aquaba on the northern shores of the Red Sea, the 
Median range extends southeastward through Hejaz along the Red Sea coast 
and joins with the Taif hills and highlands of Asia to form a series of 
ranges the highest of which attains elevations of over 10,000 feet. 
From the Strait of Bab el Mandeb these mountains extend eastward through 
the Hadramaut at decreasing elevations, gradually subsiding to form a 


series of ridges that finally are replaced by the sand dunes of the Rub 
al Khali desert. 


Farther east the coast ranges are resumed in the high mountains of 
Oman that culminate in Jebel Akhdar with a maximm elevation of nearly 
10,000 feet. 


=-2— 


The coast plains are represented by a low lying plain a few miles 
in width bordering on the Red Sea and the Arabian sea coasts. In other 


parts of the Arabian peninsula the sandy deserts reach practically to — 
the ceast line. 


Except for some of the higher mountain areas, the annual rainfall 
4n Arabia is less than five inches in the Central Plateau and still less 
in the desert areas. 


The only railway in Arabia is the Hejas railway connecting Medina 
with Damascus in Syria, which is on the far western edge of Arabia. In- 
proved motor roads connect ports along the Arabian Sea and the Gulf of 
Quan with inland towns. er ee ee Stat Gre oe 
the country but it is possible to many of the inland towns by care 
The foregoing applies only to the populated areas. Travel throughout the 
mountain and desert districts is largely by camel. 


It can be readily seen by the foregoing descriptions that transpor- 
tation is difficult and water supply points few and far between. In order 
for a fully equipped geological party to venture out into such desert 
country as described it is necessary that it be amply supplied with food 
and water which necessitates automotive equipment in addition to what is 
regularly needed in its work. 


. For the purpose of carrying on these exploratory operations the 
country has, after several years of experiment with various types of ve- 
hicles, developed types of motor cars which are best suited for use under 
the terrain conditions in Arabia. The personnel carriers are Dodge 3/l-ton 
cars and the trucks are Dodge 1 with k* x i" bodies. The trucks are 
so constructed as to use an oversise special tire which has been found to 
be wery successful for travel in sandy country. This tire has been adopted 
by the U. S. Army for use in desert warfare. 


It has been suggested that possibly other types of automotive equip- 
ment might be substituted for this work. After considerable difficulty 
it has been found possible to substitute special Dodge vehicles for the 
make originally specified. Ne standard vehicles can be substituted be- 
cause they cannot operate with the oversize tires required. The c 
considers that it should not be required to make further substitutions 
and this Division has approved the application in so far as the use of 
such equipment is concerned. The type of equipment used is not, of course, 
a factor in determining the policy as to whether or not the exploration 
program should be approved. 


I will accordingly appreciate receiving your recommendations as to the 
necessity of supplying the materials and equipment applied for, from the 
standpoint of the protection of American commercial interests in Saudi Arabia. 


aries ae 
William B. Heroy, 
Director of Foreign Production. 


aa Mp. William B. 
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Dear Mr, Heroyt q 
We have received your letter of August 11, 1044 “S 
qutlining the cation of the Arabian-Aseriean O11 : 
geophysical autenctive \ 
ment for Apvabia (PAW ease no. 003-001-81-P7: 00S-001-G1-P74). tr \ 
te ansltane hase reviewed carefully the serits & 
ef this tion, andi in view of the political factors : 
involved, recommends that thie American oan Gompeny be ga 
adage in receiving the astenotive equipment covered ‘ein 
Se ee pees en eee SO ee 
plorations in Seudi Arabia. NX 
18 is understood that thie support is subject to ae 
the requirements of the Arned Forces x 
Very sincerely yours, 
= 
Ghearles B, Rayner b 
Petroleum Adviser = 


Heroy 
Director of Foreign Production 
Petrolews Administration for War 
Department of ee 
r eVe fr 


sé at, 





690 .24/8-2444 
CROSS-REFERENCE FILE 


NOTE 


SUBJECT application of the Arabian-American 011 Company for 


gecClogical and geophysical automotive equipment for 
Saudi Arabia: 


Encloses copy of a letter to Mr.William B.Heroy, Director 
eof Foreign Production Division, Petroleum Administra- 
tion for War with reference to -. 


kn 
For the original paper from which reference is taken 


Dated Aug.24,.1944 we Var Preduation Board 
File No. __890f.6363/a-240g ” 
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te veoly refer to August 24, 104A 
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i Sineerely yours, ;. 
a 
inelosures 
Ae stated. 
ri 3 7} 
ae » Mieheel J. ‘i i 
8/OR Speeial Ae te the Program Vieo Chairmen, ( “ ~~ 
AUG 24 1944 p. Reon 6819, : p= - 
Seeial Seeurity Building 5 oe 
rs Vashingten 98, D0” (7 = as 
44 a a = 
oS N E Sa NED 
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In reply refer to 
PED 


Dear Mr. Heroy! 


we api received eg tage of Rp ark ll, 1944 
tion of the Arabian~-Americsan 011 


ae yok ceieet aad 
pn pn dye ghee ge eee autenetice 
pment. for 8 Arabia (PAW case no. 003-001-81-P74). 
The has reviewed carefully the merits 
ef this ication, and in A pad a _ mms factors 
involved, recommends that this an Company be ~~ 
oa in reeeiving the mceahies foe overed 


plication to permit them to carry on their ex- 
piorathias in Saudi Arabia. 


It is understood that this support is subject to 
the requirements of the Armed Forees. 


Very sincerely yours, 


Charles B. Rayner 
Petroleum Adviser 
ect Mr. Miehael J. Deuteoh, WPB 
Mr. A. E. Ernst, PEA 


Mr. William B. Bepey, 
Director of Foreign Production 
Petroleum Aasini stration for War, i 
Department er G 
Washington 28, D.c. | 


August 24, 1°44 


PED 
st 
er 
>) My dear Mr, Ernst: 
4 oor of a Lester wnteh I 
lb ag gf i 
ai bv War, Shs Naat haeelea anette Se 
\ tl quseneenve oual a joe ag 
a0" Sineerely yours, 
reinariee 
Enelosures 
Ae etated. 
if P 
Au ee “nse ot the Petroleum Division é 
P.M, nunnnge Beene @ Adninistration, Ne’ 0 2 
Rt 3 Kw re Vaabington %, 6.0. ‘ = 
0/28/44 os N c NE 
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In reply refer to 
PED 


Dear Mr. Heroy: 


We have received your letter of August ll, 1944 
outlining the application of the Arabian-Anerican 011 
Company for geological and geophysical automotive 
equipment for Saudi Arabia (PAW case no. Ovs-001-81-P74). 


The Department has reviewed carefully the merits 
of this application, and in view of the poiitical factors 
involved, recommends that this American Company be sup- 
ported in receiving the automotive equipment covered by 
this application to permit them to carry on their ex- 
plorations in Saudi Arabia. 


It is understood that this support is subject to 
the requirements of the Armed Forces. 


Very sincerely yours, 


Charles B. Rayner 
Petroleum Adviser 
cc: Mr, Michael J. Deutch, WPB 
Mr. A. E. Ernest, FEA 


Mr. William B. Heroy, 
_ Director of Foreign Production, 


Petroleum Administration for War, apes et 
Department of the Interior, Ga 
Washington 25, D.C. a ; 


Code: 


Cosy for Division of Communications and 
_ Records, Department of State 
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Brown Charged to: Via U.S. Arr 


“ROUEINE” 
AMERICAN MISSION 
MEW DELHI 
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123 Sept. 18 - 2 pn 

Ceeil Prancis purchasing agent 
Arabian American 011 Company will call at Mission 
Monday morning September 18 to request assistance 
in obtaining export permit from Commerce Depart- 
ment for shipment of vitally needed kitchen equip- 
ment to oil project near SEGIN SPELLING Dhahran 
END SPELLING for use of 1000 Indian skilled 
wortmen PERIOD Prancis will furnish additional 
details PERIOD I have received a letter from the 
American Consulate at Dhahran emphasising urgency 
of need for immediate shipment of kitchen equip- 
ment from India 

- DONOVAN - 

Texts RLT 
Coded and s alf 


Paraphrase American Consul General, Calcutt« 
Paraphrase to D.C.R., Department of State 
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ACCESS RESTRICTED 


The item identified below has been withdrawn: from this file: 


2 ie) . 
File Designation ¥Y 70 ~6 S65 F, 2.2 IF 


siti F/ 2 pel vad 


From Ctrtefen O40 CO 
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To Agece 4 Ro ds a Chris “florrr 


In the review of this file this item was removed because access to it is 
restricted. Restrictions on records in the National Archives are stated 
in general and specific record group restriction statements which are 


available for examination. The item identified above has been withdrawn 


because it contains: 


[] Security- Classified Information 


PA eet se Restricted Information 
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Authority Date 


GENERAL SERVICES ADMINISTRATION GSA Form 7117 (2-72) 


GPO : 1973 O - 503-659 
GSA DC 72. 10421 
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SAN FRANCISCO, CALIFORNIA aS ADORESS REPLY TO 
“t =€ SHOREHAM BUILDING 


ee WAGHINGTON, 8, D.C. 
a, 


October 2, 1944 


Mr. Paul H. Alling, Deputy Director 
Office of Near Eastern and African Affairs 
Department of State 

Washington, D. C. ro 





bers 
Dear Mr. Alling: 4,9. 

Please refer to i tide of tember 22 
regarding the purchase of airpl s for usé\in connec- 
tion with our operations in sic ieee 


ments Committee (Air) that pursuant to a regently adopted 
pantie Soke our application has been forwarded to Defense 
lant Corporation, Surplus War Aircraft Division, 1625 
K Street, N. W., Washington 25, D. C., Attention: Mr. 
James A, Garfield. I have talked to Mr. Garfield's 
office briefly about the matter and I find that they are 
very sympathetic to our request. They also indicate 
that our case would be strengthened if the several govern- 
ment agencies, including the State Department, which are 
interested in our operation would write letters supporting 
our application. 


“We have been advised. Lo Rese Assign- 


vyz-01/S9E9° 3068 


We should, therefore, very much appreciate it 
if the Department would write a letter to Mr. Garfield, 
stating that you are familiar with our operations in Saudi 
Arabia, that they have the support and approval of the 
Department and that in your opinion the acquisition of the 
requested aircraft for use in connection with our opera- 
tions there would be beneficial and that it would have 
the approval of the Department. 


Very sincerely, 


ARABIAN AMERICAN OIL COMPANY 


aa 





y Owen 
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October 7, “a4 


In reply refer to 
WE 


My dear Mr. Owen: 

As requested in your letter of Osteber 2, 1944, 
I have addressed @ letter to Mr. James A, Garfield, 
Defense Plant Corperation, Surplus War Aireraft Division, 
1626 K Street, N. W., Washington 265, D. C., expressing 
the hepe that means will be found for the Arabian 
American 011 Company to purchase eaueh planes as it 
needs. | 


Sineerely yours, 


Paul H. 
y Director 
Office of Near tern and African Affairs 
sor! MY 
OCT 4 .244 
ect 7 1944 


Mr. Gwen, 
yy A America: 041 Company, 


¥ Smarter ES 
A Yheney 10/3/44 PERG Av 
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Ta reply refer to October As A 
NE 


My dear Mr, Garfield: 


Z have been informed that the Arabian American 


042 Gesires to purchase alreraft for use ir 
connection with its operations in Saudi Arabia. 


The Arabian American 011 is an entirely 
Ameriean concern Which holds ae tte e11 conces- 


sion in Sau@i Avabia. As know, under a directive 
from the Joint Chiefs of Staff this 4s now en- 


gaged in eresoting a large refinery in Sa Avabia. The 
be regarded 


national interests of the United States in petreleun 

resources. It is ed, therefore 

—" for the Arabian American 011 Company to ne 
@ planes 


At needs to conduct ite operations in Saudi 
Arabia. 


Sincerely yours, 
For the Secretary of State: 


Paul H. Alling 
Deputy Director 
Office of Near Eastern and African Affairs 


enee Piant Corporation, 
1944 Surplus War Aireraft Division, 
= Washington 26, 6. 0. 
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NOTE 


SUBJECT Photographs made by Army Air Forces in Saudi Arebia. 


Requesting assistance in obtaining aerial - . 


For the original paper from which reference is taken 


OD cvcazcocscines WE Mee oasis sssnncentsinnspkcnccanationa tetas: tase leenenactaecguon ieee 
Wespatch, telegram, instruction, letter, etc.) 


Dated _.Qot...9.1944 From Arabian American 0il Company 


File No. ___890f.014/10-944 


@. &. GOVERNMENT PRINTING OFFICE 1—1540 
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890f .6363/10-944 
CROSS-REFERENCE FILE 


NOTE 


SUBJECT Photographs made by Army Air Forces in Saudi Arabia. 


Requesting assistance in obtaining aerial -. 
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For the original paper from which reference is taken 


IN hh hale ht ta ee et 
(Despatch, telegram, instruction, letter, etc.) 
Dated October 9,.1944. From| arabian American 011 
° Company 
File No. __8907.014/10-944 2 Be he 


@. S. GOVERNMENT PRINTING OFFICE 1—1540 
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TO BE TRANSMITTED 
WILL INDICATE WHETHER TELEGRAM SENT SECRET 

ae CONFIDENTIAL 
——__——_— RESTRICTED 

Cha Deperinent: ere ototon cent DY Ppepavtment of State SECRET 


tele->-: 


— bab OL WET company Washington. p,.. : 
= ae Pai 16am 
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AMLEGATION, inge ~ nee 
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ARAMCO is inetructing its Jidda representative to tO 
acquaint yeu with information contained in company's 2. 
cable no, 57 from Davies to Ohliger regarding pipeline o 
reconnaissance party. a 

Although ARAMCO desires you to be fully informed ol 
of these plans, it is not (repeat not) expected that it 5 
will be necessary for you to take any action with regard -- 
thereto, However, should the King er Saudi Arabian officials 4 
inquire of you regarding the subject, you may state that it 
is purely an ABAMCO matter in which this Government is net 
involved, but that this Government has been fully informed 
ef the company's plans and entertains no (repeat no) 
objection to them, In the event it should appear necessary 3 
to take any active measures to assist the company in this . 


matter, yeu should report fully to~Depar tment and request 
instructions, ‘ wry 
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AIRGRAM SENT stcret 


Bepartment of State 


RESTRICTED 
NO..4@ 5 RESTRICTED 


Washington, 
TIME_10:15 a.m. Sow. Merce, 
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AMERICAN CONSUL, wv 
4 (* 


DHAHRAN, SAUDI ARABIA ee" 
‘ail 
Department has ascertained that the two compenies 
referred to in Consulate's A-16, October 26, are con- 
sidered to be bona fide American business organizations 


within the meaning of Section 406-B of the Nationelity 
Act of 1940, 


Stettinius Cae 


Acting. 
TOS as ) 


PED: RT? 
11-24-4 
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FROM 
Dhahran, Saudi arabia 
October 26, 19h) 


o 
~ 


Vi 





= Rec’ @:; November 16, ’5p.a, 

SECSTATE =< 
WASIIINGYO 
A*16, October 26, 3;00 vm, 


Pleage indicate whether the following concerns are | 
considered to be bona fide amerioen business organizations 
within meaning of SSStTSH"406 (b) of the Nationality act 


an Bekrein Petroleum Company, Ltd. 


Operating Headquarters: awali, Bahrein Island, 
persian Guif, 





Legal Headquarters; Truste Bullding, 
48 Sparks street, 
ottawa, Canada, 


Jnoorporated under Canadian law, employing a 
majority of British subjects, but owned and 
controlled by the standard 011 Company of 


Valifornia and the Texas Company. 

Coppania Coustruotora Bechtel-Mot one ,8.“ 

' This company, so far as oan be ascertained 
hers, was incorporated at Caracas, Venezuela, 
as ap offshoot of Bechtel-meCone Corporsetion, 
220 Bush Ctreet, san Franolisco, Californie. 
Lt employs se. oral bundred American skilled 
workmen on o11 vefinory construction projects 
on Behrein and at Kes Tanura, Saudi Arabia. 


Lt is understood to be controlled by the parent 
company, an american concern, 
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ATIgNs aw ~ 
Mr. Gordon P. Merriam, Chief 
Division of Near Eastern Affairs 
Department of State 

Washington, D. C. 

My dear ir, Merriam: 

Thank you for your letters of October 25 
and 26 giving me the substance of the replies that 
you have received from the Legations at Beirut and 
Cairo. 

I enclose for your files and information 
a copy of a cable we have just received from Floyd 


Ohliger reporting on his discussion of the preliminary 
pipe line reconnaissance with His Majesty Ibn Saud. 


Sincerely yours, 
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whehe-Wwle9e? Svs 


F, A. DAVIES 
SAN FRANCISCO, CALIF. 

89. YOUR 57 DISCUSSED WITH KING WHO APPROVES 
SURVEY INCLUDING USE OF PLANE STOP HE SUGGESTED BEST ROUTE 
WOULD BE NORTHWARD IN GENERAL DIRECTION OF ABU HADRIYA THENCE 
ACROSS NORTHERN PART OF COUNTRY KEEPING INTERIOR SAND AREAS 
ON LEFT SAYING THIS NOT ONLY BEST ROUTE BUT WOULD MEET WITH 
HIS APPROVAL AND WOULD AVOID ANY DIFFICULTIES FROM TRIBES 
STOP PLEASE KEEP US ADVISED REGARDING PLANNED MOVEMENT OF 
PARTY SO WE CAN GIVE KING AS MUCH ADVANCE INFORMATION AS 
POSSIBLE 

OHLIGER 
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PREPARING OFFICE TO BE TRANSMITTED 
WILL INDICATE WHETHER ser”. 
Caltect TELEGRAM SENT CONFIDENTIn- 
eres Sa S+an RESTRICTED = 
Che Ota: Department of Stat on 
Skeleton sent BY for billing of e SECRET 
asad Arabian American 011 Company Washington, 
Shoreham Building 
Washington 5, D. 6. » ts 
oe Sn 
eqram myst tk, 









iv  , “ad betore 
icated 


RET 


4 


Yr 
4 


AMLEGATION, 
CAIRO. 


The reconnaissance party being sent by Arabian 


American 011 Company concerning pipeline route consists 

of eight persona (REDEPTS 2870, October 16, 1 p.me). 

B, E, Hull is head of technical group which inoludes also 
Sidney Sukauen, Oscar Wolfe, John F, Ruifeey, C. M, Kexaiouth, 
and H, H, Hat‘. Charged with negotiations and diplomatic 
contacts is L, N, Hamilton whose assistant: is W. J, Lenahan, 
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Group is now waiting for transportation by air and is due 


vv 


in Near East within the next two weeks, When the party 
arrives, it will communicate with you, Meanwhile no (repeat | 
no) action by you is required, United States military 
authorities in Middle East have been instructed by Joint 3 
Chiefs of Staff to give all assistance possible to party £2 - 
regarding such matters as military permits, travel by air, as 
and related matters, Advice or information with which yeu iS 
provide them will be appreciated by them including aid they a 


Ww 
may ask in communicating with representatives of other £ 


countriem. SNE Be 








Ome TELEGRAM SENT CONFIDENTIAL 
Cherge to ie . ) Washington, 
~2-< 


Sent to Caire, repeated to Jerusalem ana repeated 
te Beirut for repetition te Damascus. 
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Please repeat to Jevconhin and Beirut. 


NE peD- 
x” Ss 10/28/44 46» Ee fi : 


October 27, 1944 | 


ee ne 


Memorandum to Leonard Parker: 

The pipe line party is ready to depart and we 
would appreciate your advising Messrs. Tuck, Wadsworth 
and Pinkerton substantially as follows, at our expense: 

"Aramco pipe line reconnaissance party comprises 
eight men. Technical group under leadership B. E. Hull 
will also include H. H. Hall, Oscar Wolfe, Sidney Johnson, 
John F. Rumsey and C. w. Rosebrugh. L. N. Hamilton, 
assisted by W. J. Lenahan, will be in charge of diplomatic 
contacts and negotiations. Party now awaiting air trans- 
portation and will probably arrive Middle East during 
coming two weeks. Upon arrival Party will contact you. 

In meantime no action required on your part. Joint 
Chiefs of Staff have advised Army authorities Middle East 
render party all possible assistance including air travel, 


military permits, etc. Will appreciate any advice or 


‘thr 5-0 S25 O88 S963 (hd 


information you may be able give them including assistance 
requested by them in contacting representatives other 


governments." ny: 


Garry Owen = =~"! 
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Dep awit Mey? GF STAT 
Secretary of State v FOI r~ ™ 
Washington | - S 
3377, November 6, 10 pym, “'*' * he 
_ 11 8 membors of the recennaissance party yA 
(reference Departmentts 3126 October zn, 9 Pemy) sh 
reached Cairo, Arrangements are now being made with Pag 
us USAFIME for aerial reconnaissance whieh will start ‘eC 
in a few days, ° 
» 
TUCK PETROLEUYy | 
wu | Ge by 
NOV 1 0 1944 
“PARTMENT OF STATE 
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-6363/11-644 


My dear Mr. Owen: 

The American Minister at Cairo hae reported to 
the Departament that all of the eight members of the 
pipeline reconnaissance group have arrived in Cairo. 
The Minister has atated also that arrangements are in 
the proeesse of being worked out with the United States 
Agvay Yorces in the Midé@le East for a survey by air, 
which is to be commenced very shortly. 

Sincerely yours, 
For the Secretary of State: 
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Gordon P. Merrian 
Chief, Division of Near Eastern Affairs 
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SECRET Vo | DATE: November 8, 1944 
DIVISION © we 
Ww 
SUBJECT: ECA's Interest En $he'$gidi Arabian Petroleum 
Development Program 
4 
eran cil Mr. Sappington, PED Mr. Campbell, CP 
Mr. MoGuire, FHA Mr. Gay, OP 


Mr. Phelps, FMA 


COPIES TO: 








“ere 1—1493 














The purpose of the meeting was to review the views _ 
ef the interested Divisions of ECA to determine what - 
effort should be made on the part of ECA for partici- 1 
pation in the policy decisions with respect to subsi- i 
dizing the Saudi Arabian Government. I expressed the + 
opinion that the Commercial Policy Division had an in- 2 
terest in how this matter is handled from the stand- 
point of our long-range commercial relations, not only 
with the area but particularly with the British. I em 
Phasized the desirability of ECA's participation at a “7 
high level primarily (1) to avoid setting up of a sub- 
sidy program which would be unduly preferential to a 
particular American investment interegt; and (2) to =| 
avoid any steps in our relations vis-a-vis the Saudi , 
Arabian Government which would generate friction and a 
rivalry with the British in this area. I stated the . 
view that our interests in Saudi Arabia would be most 
satisfactorily psec er jig by careful collaboration with 
the British in developing and supporting the Saudi Arabian “ 
Government. a 4 


eth” 


Mr. Phelps is undertaking to consolidate the views 
of the different Divisions represented, which form an 
entirely consistent pattern, in a covering memorandum for 
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Dubine visit 


ARAICO!s stion of route via ABQAIQ - 


AHS 10-30% 


Date : November 10, 1944 


Reo td: November 22, 5Ppom 


3 5 officials to/Riyadh, October 
18-20 (RELEGS 325 Sauna 30, 5 pom.) /King Abdul Aziz 
consented readily to ARAMCO survey of possible pipe~line 
route to Mediterranean. (REDEPTS 213/ October 16, 1 p.m). 
King had no objection to use of airplanes for survey. 


HAFAR AL BATN was a@ismissed by King who said best route 
would be ABjAI. - ABU HADRIYA, keeping sand belt always 
on left. He had obviously formed agecided opinions in 


advance of surveys. 
ee oe Filet traeils & 


; ARAICO party reports that king's close sdviser, Khalid 
y al Gurpeani, formerly alveays aloof in manner, and long 
Sfivat ti d hostile, was friendly and openly cordial for 
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Equally obvious he is hospitable 
construction of pipe-line. 
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DEPARTMENT OF STATE 
THE UNDER SECRETARY 
November 25, 1944 
NEA 


Mr. Murray: 


Subject: 





Route Across “Gaudi Arabia. 


Thank you for your memorundum of Novem- 
ber 23 on Ibn Saud's consent to permit a 
survey of 2 possible pipe-line route acrocs 


Saudi Arabie. I had noted it favorably. 
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Mr Stettinius: oa Div aes la me 18 * 
As you may pashaps have noe See se : 

OL.G S32 11-1044 Q° 

airgram no. 74/ot ovember 10 from our Minister | 
at Jidda, King Ibn Saud “consented readily" to o 
| permit the survey of a possible pipe-line route o 

to the Mediterranean by the Arabian American oa. 
O41 Company during a visit of officials of that x 
company to Riyadh last month. Py 
This is good news and a further indication weed 

that the King is disposed to play ball with us . 


in everything that pertains to the development 


of our great oil concession in his country. 
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DEPARTME OWA s per 


Memorandum of Conversation = wef 


DATE: Nove 135, 1944 
5:00 p.m. 


SUBJECT: ARMY AND NAVY INTEREST IN' SAUDI ARABIAN OIL RESERVES 


Under Secretary of the Navy Bard; 

PARTICIPANTS: Under Secretary of War Patterson; 
Mr. Stettinius, Acting Secretary of State; 

Mr. Re. Keith Kane, Special Assistant to the 

Secretary of the Navy; 

Mr. Charles Rayner, Petroleum Advi ser/ 





COPIES TO: U, NEA / 








At Mr. Bard's request Mr. Kane read two recent 
cables to the State Department from the American 
Minister in Arabia which pointed out the necessity 
for American cooperation with the Arabian Govern- 
ment in the solution of their financial difficulties 
and which stated that unless such problems could be 
worked out satisfactorily, King Ibn Saud would be 
forced to look to the British for assistance. 

Mr. Kane also read Secretary Stimson's letter of 

October 27 to the Secretary of State (copies of which .,, 
were sent to the Secretary of the Navy and the Army- ™ 
Navy Petroleum Board) expressing the Army's interest ~~ 
in this matter from the standpoint of safeguarding oe 
strategic supplies of oil as well as the acquisition “A 
of air field facilities. bo 


Mr. Bard stated that the Navy was definitely in- 


terested in the acquisition of overseas supplies of oil () 





for strategic purposes and favored working out some © 
arrangement with the Arabian American 011 Company by Lo * 
which a naval reserve of from five hundred million to ph. 
one billion barrels of oil would be set aside for b. $s 
, c 
DCR- LCA Un: military : 
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ferer* 406 
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Sis 


military use as required, He favored a joint Army- 
Navy arrangement under which oil reserves and air 
rights and facilities would be acquired. He said 

that he had discussed the matter of oil reserves with 
Mr. Carl Vinson, Chairman of the Naval Affairs Com- 
mittee of the House, and that Mr. Vinson had expressed 
his approval. Mr. Bard was opposed to injecting the 
Petroleum Reserves Corporation into this situation 

or of having the matter handled through Secretary Ickes 
war-time powers as he felt that such a procedure would 
bring opposition not only in the Congress but in the 
industry due to the previous activities of the P.R.C. 
which had been subject to violent attack. Mr. Rayner 
confirmed this opinion. 


After some discussion Mr. Stettinius suggested 
that a joint Army-Navy letter signed by Secretary 
Stimson and Secretary Forrestal be sent to the President 
outlining the proposal and that the President be re- 
quested to discuss the matter with them at a meeting 
to which Secretary Ickes and the Secretary of State 
would be invited. 


Mr. Patterson called attention to the fact that 
Secretary Ickes might take the position that under his 
executive order matters relating to the acquisition 
of o11 reserves came within his jurisdiction and that 
this point would have to be cleared with the President. 


Mr. Stettinius' suggestion received general ap- 
proval and it was decided that Secretary Bard would 


reply to Secretary Stimson's letter suggesting that 
they proceed along the lines outlined by Mr. Stettinius. 
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SECRET 
DEPARTMENT OF STATE eh 


Memorandum of Conversation 


DATE: Wow. 18, 1944 
SUBJECT: ARMY AND WAVY INTEREST IN SAUDI ARABIAN OIL RESERVES 


Under Seeretary of the Navy Bard; 
PARTICIPANTS: Under Seeretary of War Patterson} 
Me. Stettinius, Aeting Secretary of State; 
Me. R. Keith Kane, Special Assistant to the 
Secretary of the Havy} 
Mr. Charles Rayner, Petroleum Adviser 


COPIES TO: U, WEA 
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At wr. Berd's request ir. Xane read tw recent 
cables to the State Department from the American 
Minister in Arabia which pointed out the necessity 
for American cooperation with the Arabian Govern- 
ment in the solution of their finanelal difficulties 
and which stated that unless such problems could be 
worked out satisfactorily, King Ibm Saud would be 
fereed to leok te the tish fer assistance. 

Mr. Kane also read Seeretary Stimson's letter of m 
October 87 to the Secretary of State (coples of which > 
were sent to the Secretary of the Navy and the Army- 
ve Petroleum expressing the Army's interest 
in this matter from standpoint of safeguarding 
strategic supplies of of1 as well as the acquisition 
of aip field facilities, 
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Mr. Bard stated that the Navy wes definitely in- § h 
terested in the acquisition of overseas supplies of oil 5y Ss 
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November 22, + Opy 


CONFIDENTIAL 


Ne. OS 


Te the 


Officer in Charge ef the American Mission, 
Jidda,. 


The Secretary of State encleses for deliv te 

the local representative ef the Arabian American 011 
» 4f no objection is perceived to doing se, a 

cation (no, 234) from the Arabian American 011 


Francisce, California te the Arabian American 


041 Company, Jidda, Saudi Arabia, dated Nevember 2, 1944. 
There is enclesed with the communication a memorandum 
premar repared by Mr. E. H. Miller entitled , Aoqui si tion of 
urface Rights to Privately Owned Land". 


Enclesure: 


Communication dated November 2, 
1944 from the Arabian American 


Ameri 041 Jidda 

can 

audi deebis, Atte 

Mr. Roy Lebkicker, with enclosure. 
(In triplicate). 


owe 
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In reply refer to | November 14, 1944 


My dear Colonel Carlson: 


There is enclosed for appropriate examination ma- 
terial which the Department has received recently from 


Arabian American 011 Company, Washington, D. C., for 
transmission abroad, ne , 


Cc 
. (6 
It is requested that you return this material to 2 
the Department, indicating whether or not you approve ‘ 
ite release. CG 
Sincerely yours, = 
N 
ee 
Jack D. Neal *. 
Assistant Chief, Division of h 
Foreign Activity Correlation i 
dh 
Enclosure: rm 
Letter to the Arabian American / D 
| = 
= 
o 
Colonel Norman V. Carlson, & 
Chief Postal Censor, ~“ 
The Office of Censors = 
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r Memorandum of Conversation 
J z DATE: November 22, 1944, 


SUBJECT: Financial Assistance to the Saudi Arabian Government 


PARTICIPANTS: Mr, Keith Kane, Special Assistant to the Secretary 
of the Navy. 


Lt. McGrath, U.S. Naval Reserve. 
Mr. Charles Rayner, ECA 


Mr. Paul H, Alling, NEA . 
COPIES TO: J 


a’, = 


Mr. Rayner and I called at Mr. Kane's office in the Navy ai 
ral diuetater at his request. The purpose of the visit was to discuss , 
/ a eae oged memorandum to the President which had been drafted by 
e, At the outset Mr, Rayner explained that he would prefer N) 
nm avoid the proposal that the U.S. Navy acquire reserves in Saudi 
Arabia. He pointed out that that was more or less the proposal white 
had been made by Secretary Ickes several months ago and had met 
strong opposition in Congress and on the part of the American petro- 
leum industry. Mr. Rayner said he thought it would be preferable to 
have the Navy negotiate an arrangement with the Amerivan-Arabian 011 
Company by which the Navy would have an option to purchase x million 
barrels of 011 over a period of an agreed-upon number of years, The 
Navy would agree to pay x million dollars for this option and the 
company would undertake to hold adequate reserves in a special pool 
to meet its obligations, The funds so advanced would be used to pe 
the budget deficits of the Saudi Arabian Government. 








Mr, Kane said that he had been reviewing over the week-end the 3 a) 
proposed memorandum to the President and he had very definitely come - 
to the conelusion that if that project were approved by the President Shy 
and carried out it would meet with the strongest opposition from | ~ 
Secretary Ickes and from the entire petroleum industry. He said that «© 
Mr, Ickes, if directed by the President, might agree to go slong with % 
the plan but that he could, through various methods, iroteug industsy 
to it. Certainly he would have the support of the petroleug industry _ 


y), ; which 


Me 
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which would object to any arrangement by which the Navy would under- 
take to purchase such large amounts of petroleum in foreign countries. 
Furthermore it was known that Congress was not friendly to Mr, Ickes' 
plans, and any arrangement in which he was involved would be cértain 
to meet opposition on the Hill, All in all Mr. Kane was definitely 
of the opinion that it would be most unwise to proceed with the plan 
as originally outlined. 


I explained that the plan which we had originally drawn up was 
merely to serve as a basis of discussion and that we were quite pre- 
pared to accept any other plan which accomplished our —— in ob- 
taining funds with which to support the Saudi Arabian Government during 
the next few years until such time as its income from oil royalties 
would put the Government on a stronger financial basis, I asked Mr, 
Kane whether we were correct in understanding that the Navy Department 
considered that this country had a strategic interest in the oil 
reserves of Saudi Arabia, He said that there was no doubt on that 
score, I then explained in some detail the interest which the State 
Department had in maintaining a stable Government in Saudi Arabia, 

In view of the interest of the State Department, the War Department, 
and the Navy Department in this whole matter, I said it seemed clear 
that the U.S. Government should take some action to give financial 
support to Saudi Arabia, I pointed out that at the present time we 
were sharing with the British Government the expense of meeting the 
Saudi Arab budget deficits, I explained that it seemed likely that 

we should have to give support to the British Government after the 

war and that it seemed to me preposterous that we should leave to the 
latter Government the task of supporting the Saudi Arabian Government 
since we were actually furnishing the assets from which such support 
would be given, Mr. Kane agreed entirely with this point of view, 

Mr, Rayner and I agreed with Mr, Kane's viewpoint that it might very 
well be unwise to proceed along the lines of purchasing reserves in 
Saudi Arabia or making contract for an option to purchase oil, I 

eaid that the only other solution, it seemed to me, was a direct 
approach of the State, War, and Navy Departments asking for funds which 
the State Department could use to support Saudi Arabia until the 
country was on ite feet. Mr. Kane immediately agreed that from all 
points of view this would be by far the best approach, He pointed 

out that the State Department with its prestige in the country was 

a logical agency to handle a fund of this kind, and he went even fur- 
ther and expressed the view that situations might rise in countries 
other than Saudi Arabia which would require action of this Department 
in the way of financial support, I asked then if the next step would 
not be to have the Navy Department address the Secretary of State a 
letter similar to that which had been addressed to him by the War 
Department. Mr. Kane agreed and said that he would send us a draft 
within the next day or so, He proposed that meanwhile the State 
Department prepare a draft of memorandum to the President to be signed 
by the Secretaries of State, War, and Navy asking authority to approach 


Congress 
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es: areas the lines abovo- indented. Mr, Kane felt that the 
| j ent should take the lead in this whole matter nase 
to handle : of my yn + He “A 
| count upon ° 

% and ie ended that’ be 

ee establishment of a "War Chest® for the use of 
: pln peel the e of the President Fong matters 
such as the Arabian case was Bcipensnncrag essential to the 
efficient functioning of the U.3. Government in the field of foreign 
relations, 
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Burt Hut of oad tox ond party consisting of He He HeLI, 
Johnson ond Rumsey of Caltex Wolf of Toxcs noscbrudh of 
Gulf O11 cnd W. Lenmahan of yramco arrived Novoribor 19 by 
spocial plane from Cairo to survoy pipeline routo across 
northorn yrabioe Mission is exploratory only but onvisages 
probability that wramnco will cventuclly build lino ct own 
expense. Rosebrugh wont to Kuwait Novomber 20 prosunably 
in connection with Kuwait perticipation. Jreanco has boen 


vory reticent. about this mission but furthor dotcils will be 


forthcomingse Le Ne Hamilton of Pabco arrivod sare plane 
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~ | DEPARTMENT OF STATE 





DIVISION OF NEAR EASTERN AFFAIRS 


December 9, 1944 
FC/L - Mr. Longyear: 


It would be appreciated if 
the attached memorandum may be 
tranemitted to Colonel Maddux 
in the War Department as soon 
as possible. 
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December 9, 1944 


MEMORANDUM FOR COLONEL H. R. MADDUX, G.5.0., 
Chief, Sang Section, OPD-GS, 


The Arabian American 011 Compeny is now in the 

rocess of reoruiting one hundred skilled workers of 

talian nationality in Eritrea to be brought to Saudi 
Arabia to work on the refinery at Ras Tanura being 
constructed as an urgent war project under a Directive 
of the Joint Chiefs of Staff. In view of the urgent 
need for their presence at Ras Tanura as soon as pos- C 
sible, the Arabian American 011 Company wishes to have Ms 
them flown from Eritrea to Saudi Arabia. = 

u 


The American Consul at Dhahran, Saudi Arabia 

reports that the British Overseas Airways Corporation a 
has offered to carry these Italian workmen from Eritrea oe 
to the vicinity of and Ras Tanura on the eastern 
coast of Saudi Arabia (telegram no. 19, December 6, 9 a.m.’ 
Seetion Two), This, of couree, is a part of Saudi Arabia 
where BOAC has not operated previously. The American i 
Consul suggests that this appears to be an obvious step ‘ 

the British to seeure air routes across Arabia, In “ 

# connection OPD (Colonel Frank Gillespie), the Army : 
Air Corps and ATC are familiar with the problems con- ; 
fronting this Government in securing airfield rights 


--at Dhahran. 


It is recommended that the War Department arrange, 
4f possible, to have these workmen flown from Fritrea 
‘Yo Saudi Arebia in United States military aireraft. 





4 It 19 expected that a total number of eleven aa 

undred Italian workmen will be recruited eventually. 0) 
e initial group will consist of only one hundred. 

% is this initial group of one hundred for which United 
tes military transport by air is recommended, It 


cannot 


eannet be stated as yet what transportation arrdaie 
po sl five Mae be wenenenry t0 make Tor thé other 
thousand workmen whe are to proceed at a later date, 


Gorden FP. Merrian 
Chief, Division of Near Eastern Affairs 
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tion: Mre Gordm P. Merriam, 
Chief, Division of Near Eastern Affairs. 








44 _ Subjects; Request for Transportation by U.S. Military 03 
yy! 14 Aircraft for Italian Employees of Argbian ‘ 
\ d¢ Y American Oil Company from Eritrea to Saudi © 
of eo . Arabia. a 
6? y \ e , 
re a Ww? Receipt is acknowledged of your letter of > /Denecbar - 
4! \* 1944, on the subject of transporting Italian employees of the - 
9 

yr ay\t Arabian American Oil Company from Eritrea to Saudi Arabia. ™“ 
ny There is enclosed for your information a copy of a é 

4 : 
4 (y letter from the Arabian American Oil Company to Lt. Col. E. P. dy, 
Kavanaugh of the Army-Navy Petroleum Board which is believed ra 

f-explanatory. 
‘It is anticipated that the War Department will approve 

: transportation via ATC for Italian employees of the Arabian = 
Y) 


‘Anerican 011 Company from Eritrea to Saudi Arabia when the Amy- 


ery Petroleum requests such transportation. 
‘| 


Bd 
Bayh | , 






+) 
Cpy of ltr fm Colonel, General Staff, \: Y 
Arabian Amer. Acting Chief, Mediterranean Sectic _ 
Oil Co to Army- _ Theater Group, OPD, GS. 
Navy Pet Board He 


dtd 13 Dec 44. 
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ARABIAN AMERICAN Oil1L COMPANY 


SAN FRANCISCO, CALIFORNIA ADORESS REPLY TO 


SHOREHAM BUILDING 


December 13, 1944 i naeeiaeaiaasini he 
® 


Rear-Admiral A. FP. Garter 
Bzecative Officer 
Arag-Bavy Petreleun Board 
Reem 3620 Navy Building 
Washington, BD. G6. 


Attention: Lt. Gel. B. P. Kavanaugh 
Fent Lemon: 


Reference is made to our conversation of December 12th 
concerning poesidle negotiations ARANOQ may have had with BOAG 
for movement of personnel inte Arabia. At your request, we 
have sent the follewing cable te Fleyd Ghliger, manager of 
our Arabian operatione: 


°ANPD have recuested that we discontinue immediately 
amy negotiatiens which may have been started with BOAG for 
charter of any plane to land in Sandi Arabia since ANPB 
arranging fer plame te be assigned us shortly. * 


fo the best of our knowledge ve do not believe that 
neogetiatione are at present being carried on with BOAO for 
the chartering of a plame te land im Arabia. Hewever, 30A6 
ie currently transporting seme of cur persennel between Gairo 
and Bahrein om regular commerical service. 


You will ne doubt be interested in information odtained 
from Mr. J. G. Stirtom Ghief Bngineer, ARANOG, who has just 
returned fron - With regard te mevement of apprezinzately 
1200 italien from Eritrea te Arabia. we have been ad- 
vieed by Lt. Gel. Weathers, Petroleum Officer, VBAFINE, that ATC 
hae agreed to move 100 Italiane ty air to Arabia immediately, 
and that the balance of appreximately 2Q00 wertmen will be 
moved tegether with their gear by beat on or about January 
15th, im ene movement. This information was given to Nr. Stirten 
as a Fregult of cenvers:ticons held between Nr. Hadisen, WBA 
representative in Middle Bact and Lt. Gel. Weathers. 


We would appreeiate having your office verify information 


concerning mevement of the Italian workmen as develeped by cur 
representatives in the field. 


Very traly yours, 
ARABIAN AMERICAN OIL COMPANY 


G. W. Barthelnes 
Washington Representative. 


. FOP-SEORET-FitE 590 ref sal 
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vaste 0 (4 THE SECRETARY OF THEDERARTMENT OF SI,\TESCORET 
WASHINGTON REOEIVED 


csv } 
| ae "EN 
ad . _ , December ni, 16k, ! 11944 


UEFIGE OF THE SEGRE TAH . 
My dear Mr. Secretary: be/h 


On 27 October 1944, the Secretary of War sent me a copy of a letter 
addressed to the Secretary of State under date of October 23, 1944, 
relating to the War Department's interest in Saudi Arabia. It is my 
purpose to set forth here the strstegic interest of the Navy in this 
same area. 


Our interest is twofold: 1. The supplementing of Western Hemisphere 
oil reserves as a source of world supply. 


The operations of the Navy, including the Naval sir arm, in peace as 
well as in war, are dependent to a large degree upon the availability 

of refined petroleum products. The certain availability of such pro- 
ducts, in turn, depends in time of crisis upon the existence of adequate 
reserves of natural crude petroleum in areas so situated geographically 
as to assure their availability to the United Stctes. 


The know reserves of natural crude petroleum in the Western Hemisphere 
have for years been the foremost contributors to the various uses of 
petroleum throughout the world, and have been more fully developed and 
exploited than the reserves in other areas. Indeed, there is a sub- 
stantial body of expert opinion thet the known reserves of natural 
q crude oil within the continentsl limits of the United States are inad- 
jl equate to supply the civil economy as well as the needs of the armed 
4 - forces of the nation over any considerable period of yeare, The degree 
R of accuracy of this opiniem, or the extent to which the severity of its 
} conclusion is mitigated by the possibilities of the discovery of new 
reserves or the growth in the use of synthetic fuels, are not currently 
susceptible of precise determination; but, obviously, in a matter of this 
kind, the Navy cannot err on the side of optimism. 


vrIi I-27] /£9F9° 4062 


Ips? 


The largest known oil reserves outside of the Western Hemisphere are 
located in the Mesopotamian Basin in the area of the Persian Gulf. These 
reserves are largely undeveloped. It is distinctly in the stretegic 
interest of the United Stxtes to encourage industry to promote the 
orderly development of petroleum reserves in the more remote areas such 
as the Persian Gulf, thereby supplementing the Western Hemisphere sources 
and pretecting again: their early exhaustion at inefficient rates of 


production. 
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The prestige and hence the influence of the United States is in part _ 
related to the wealth of the Government and its nationals in terms of 
oil resources, foreign as well as domestic. It is assumed, therefore, 
that the bargaining power of the United States in international con- 
ferences involving vita materials like oil and such problems as avia- 
tion, shipping, island bases, and international security agreements 
relating to the disposition of armed forces and facilities, will depend 
in some degree upon the retention by the United States of such oil 
resources. The strategic interests (military and naval) of the United 
States will, of course, be profoundly affected by the agreements which 
issue from such conferences. Under these circumstances, it is patently 
in the Navy's interest that no part of the national wealth, as repre- 
sented by the present holdings of foreign oil reserves by American 
nationals, be lost at this time. Indeed, the active expansion of such 
holdings is very much to be desired. 


In view of the foregoing, it is my own considered judgment that the 
Government, through the State Department, should work out a program, 
earefully conceived and far-reaching in its effect, which would result 

in the greater use, now and in the peacetime years ahead, of petroleum 
products made from oil produced in the Mesopotamian Basin and other over- 
seas areas. At the same time, the good offices of the State Department 
should be used to the greatest possible extent to promote the expansion 
of United States oil holdings abroad, and to protect such holdings as 
already exist, i. e., those in the Persian Gulf area. 


You may be sure that in the development of such a program and in carry- 
ing it out, this Department will cooperate in every way possible. 


Sincerely yours, 


The Honorable 
The Secretary of State 
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t sep A VEE" TOP SECRET FILE 


December ll, 1944 


Wy dear Mr, Seer<terys 


On 27 Geteber 194i, the Seeretary «f Ber sent se a copy of ao letter 
addressed te the Seeretary of State under dete of October 23, 1944, 
relating to the Wer Decertgent’s intereat in feudi Arabia. It is iy 
parpese te ect forth here the str tegic internet of tne invey in tais 
game aren, 


Gur interest ie twofelés 1. : % 


The operations of the Navy, including the aval eir sre, in eee as 
well as in war, are dependent to a large degree upen the avellebility 
ef refined petroloun products. The certain availability of such pre- 
duets, in tura, derends in tine of erisis upon the existence of adequate 
reserves of astural crude petroleum im areas so situated geogra;h' “ly 
as to aecure their availability to the United St.teos. 


Tie *nowm reserves of naturs] crude petroleum in the Vestern Healisrhore 
have for years been the foremcst contributors to the various uses of 
petroleum threughout the rerléd, and bawe been scree fully dewoloped ond 
exploited than the reserves ia cther arene. Indeed, there is a sub- 
etantial body of expert opinion thet the csown reeerves of natural 
erude of) within the continent: 1 Linite of the United States are inad- 
equste to supply the civil economy os well es the needs cf the - rned 
ferees of the nation over sny consideBeble period of yeare, The degree 
of sceuracy of thie opinion, or the extent te which the severity of “18 
conclucion ise aitiguted by the posaibilitica ef the discevery of new 
reserves or the grovth in ths use of synthetic fuels, are net currently 
susecptible of preeise determin-tion; but, obviously, in » vatter of this 
kind, the Navy ceanct err on the side of optinzicen. 


The largest known o11 reserves cuteide of the Beatern Hemisphere ar’ 
leested in the Mesepotszicn Basin in the crea of the Pereion Gulf. These 
Teserves are largely undeweloved. It is distinctly in the str tegiec 
duterest of the United &-tee to oneoursge industry to promote the 
orderly developaunt cf petroleum reserves in the more remote srez6 avch 
ae the Persien Gulf, thereby eupplesemting the Reastern Howisphere sources 
and paptecting against their early exhaustion at inefficient rates of 
preduction. 
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eure thet in the developaent of much « program snd in carrye 
out, thie Deyertuent will cooperste in every way porsible. 


ee 


H 


Gincerely youre, 


/s/ Forrestal 


The 


The Secretary of State 


Prepared by 


Keith Kane 


R. 
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Secretary of State, | ( , 7 * DEC 28 1944 
Washington: /) oY POEPARDIRENG UF State 
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23 December 18, 9 a.m. 


Reference my tclegram es a December 6 


w ie of * 


Eighty-eight Italian workmen arrived by 


9 a.m. 


ATC planes yesterday. They left Asmara December 15 
and flew via Cairo Abadan and Bahrein. This first 
contingent will construct special camp near Rastanura 


to houge remaining 1100 Italian refinery construc- 
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tion workers arriving from Asmara later. Their 
contract’ is understood to provide for scttlemont 
of disputes by an arbitrator mutually agrccablo 


to Aramco and civil affairs officer of Eritrea. 





Thus the naming of the arbitrator is susponded 





pending receipt of Department's reply to my 


telegram under rcforence, 


Rep 


_ DCR - BGA Unit 


VSB 
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This telegram must be & I 
peraphrased before being Deted Decembér 21, 1944 ah 
communicated to anyone 

other than e Covernment Rec'd 7:41 a.m., 22nd, 


gency. (RESTRICTED) 


Secretary of Stete, 


“Neshington,. 





376, December 21, 7 p.m. 


coo BA 


Saudi Government informed me todey ¢Re Lhehran's 
asJ Dee — ame,” % ieee foaehiy have 
(repeat no) cbhjeetion to American Vice Consul Hert 
\Pieting =] erbitrator in contractual disagreemmts between 
v Aram Company and =ritrean laborers at Dhehren and 


yyic-2l/egs9 


Restore: aren. providtd the dispute is contained omong those 
pertices. However if either the company or the lceborers 
themselves seek justice from the Saudi Arabian authorities 
courts at any time the Government cannot abdicate its 
isdiction and decline to erbitrete. % 
Repeated to Dhehran for Heart. aa 
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880f.6868 Standard 011 Go. 
CROSS-REFERENCE FILE 
NOTE 


SUBJECT Galifornia Arabian Standard 011 Company. 


Information concerning concession, operations, and investment 
of -. 


For the original paper from which reference is taken 


See Despatch $2012. daniatdimee dain - 
Dated Mar.6, 1980 a 
File No. s11.s0s190¢/9. 0 ne 


G. 6, GOVERNMENT PRINTING OFFICE 11540 


v Si ane 
pegs | ri 
Tee BPS, 


611/ °OO 110 GYVONLS ¢9¢9° 4068 


\)’ 


CROSS-REFERENCE FILE 


NOTE 


SUBJECT 


King of Saudi Arabia asking for further advances from 
California Arabian Standard Oil Co: 
Comment in this regard. 


M 


For the original paper from which reference is taken 


Ee Ee ee ee Ce Tee 
(Despatch, telegram, instruction, letter, etc.) 

Dated March 8,190 In| Eeynt.,. 

ae es, eo 
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airo Legation's No, 2058, April ] 940. 





Subject: Information regarding Activity 
of the California Arabian 
Standard Oil Company. 


ir. Hare transmits a copy of a letter 
dated March &, 1940 from the San Francisco 
office of the California Arabian Standard 
Oil Company giving further particulars 
regarding the company's operations in Saudi 
Arabia. 


Production of oil during the year 1939 
from the Dammam Field totaled approximately 
four million barrels. 


Crude oil shipping facilities to handle 
Dammam production were completed in 1939. 
The pipeline has a capacity of approximately 
50,000 barrels per day. A considerable 
portion of the Dammam crude is being shipped 
to Bahrein where it is refined by the 
Bahrein Petroleum Company, Limited, and the 
balance is shipped to other parts of the 
world. The California Arabian Standard Oil 
Company has increased ints investment con- 
Siderably and the company reports that its 
plans are such that major investments will 
be called for to continue its progran. 


890G.6363 Standard 0il Co./121 
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LEGATION OF THE 
UNITED STATES OF AMERICA J ade 


Cairo, April ll, 1940. 


No. 2058 


Subject: Information regarding Activity of the 
California Arabian Standard 011 Company. 


CONFIDENTIAL 
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I have the 7 to refer to the Legation's er 
PS mee f 
WA ack of March &, 1940 on American interests in Saudi 


Arabia, in which there was included a section dealing 


LG AVW 


qa 


with the activity of the California Arabian Standard Oil = 


f) 


Company, and to enclose a copy of a letter dated March 8, 
1940, from the San Francisco office of the California 


Arabian Standard O11 Company, giving further particulars 


regarding 


« Oo 


regarding the Company's operations in Saudi Arabia. 






Respectfully yours, 
MATT & 
ea 5 Wasa 
Charge’ d'Affaires ad interim 













‘inc losure : 
Copy of letter dated 
March 8, 1940, from 
the California Arabian 
Standard Oil Company. 





Copy via the Department to: 
Legation, Baghdad. 


In triplicate. 
File noe 850.51 
RAH/hbh 





Enclosure Noe 1 to Despatch No. 2058 of 
April 11, 1940, from the Legation, Cairo. 


(CORRECT COPY:HBH) 


CALIFORNIA ARABIAN STANDARD OIL COMPANY 
225 Bush Street 
San Francisoo, Cal. 


March 8, 1940. 


The Honorable 

Bert Fish 

Legation of the United States 
of America 

Cairo, Egypt. 


Sirs 


We have been informed by our office in Saudi Arabia 
that you have requested information for your confidential 
report concerning the interests of California Arabian 
Standard 011 Company in Saudi Arabia. 


The last report we rendered on this subject was 
addressed to Mr. Walworth Barbour, Vice Consul in Charge 
Consular Section, American Legation, Baghdad, Iraq, under 
date of March 27, 1939. In order to familiarize you 
with the background on this matter, we are enclosing a 
copy of that report. 


The following data on the Company's operations will 
bring up-to-date the information contained in our letter 
of March 27, 1959: 


Production of oil during the year 1959 from the 
Dammam Field totaled 3,935,905 barrels. There are 9 
completed producing wells and 2 wells approaching com- 
pletion in the so-called Arab Zone, and 5 wells pro- 
ducing from the Upper or Bahrein Zone. Wells #19, #20 
and #21 are drilling in the Dammam Field, and are not 
far from completion. Preparations are being made to 
drill wells #22 to #26 inclusive. There are two exceed- 
ingly interesting wildcat wells being drilled. Abu 
Hadriya Well #1, located approximately 100 miles north- 
west from Dammam Field, is drilling at a depth of 10,220'. 
Ma'agala Well #1, located about 175 miles northwest of 
Dammam Field, is being drilled at a depth of 3,622'. 


Preliminary preparations are under way leading 
toward the commencement of Abqaiq Well #1, located about 
40 miles southwest of Dammam Field. 


El'Alat Well #1, located approximately 21 miles 
northwest from Dammam Field, is standing suspended at 
4535'. 


The 
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The crude oil shipping facilities to handle Dammam 
production were completed during the year. These in- 
cluded three large tanks in the field, a pumping station, 
40 miles of 10 inch pipe line to Ras Tanura marine ter- 
minal on the Persian Gulf, and tankage and submarine 
loading line equipment at that port. The pipe line has 
a capacity of approximately 50,000 BPD and has already — 
handled up to 20,000 BPD. Additional pumping unit 
facilities and terminal tankage are now being constructed. 
A considerable portion of the Dammam crude is being 
shipped from Ras Tanura to Bahrein, where it is refined 
by The Bahrein Petroleum Company, Ltd., and the balance 
is shipped to other parts of the world. 


A crude stabilizer to remove hydrogen sulphide gas 
from the crude has been constructed at Dammam. The initial 
unit has a capacity of 25,000 BPD and an addition is now 
being constructed to increase the capacity to 37,500 BPD. 


A refinery, with a throughput capacity of 3,000 
BPD, is being built on the Ras Tanura peninsula, which is 
expected to be completed about September 1, 1940. 


Extensive additions have been made to the Calif- 
ornia Arabian Standard Oil Company headquarters camp 
at Dhahran. In this camp are located shop facilities, 
garage, power plant, air-conditioning plant, a large mess 
hall, club house, hospital, and air-cooled living accom- 
modations for both single and married employees. Per- 
manent housing is also being constructed for the Company's 
Saudi Arab employees at Dhahran. 


California Arabian Standard O11 Company has in- 
creased its investment considerably in this development, 
and the Company's plans are such that major investments 
will be called for to continue its program. 


Very truly yours, 
(Signed) E. A. Skinner 


Enclosure. 


San Francisco, California, 
March 27, 19359. 


Mr. Walworth Barbour, 
Vice Consul 
in Charge Consular Section, 
American Legation, 
Baghdad, Iraq. 


Dear Sir: 


Your letter of January 21, 1939, bearing File 
Noe 850.31, addressed to California Arabian Standard 
Oil Company, Al Khobar, Saudi Arabia, has been re- 
ferred to this office for reply. 


You are undoubtedly aware in a general way of the 
extent of the operations of California Arabian Standard 
Oil Company in the Kingdom of Saudi Arabia. As you may 
have heard, oil was discovered in substantial quantities 
in three wells and the declaration of discovery of oil 
in commercial quantities was made by the representative 
of California Arabian Standard 011 Company to the King 
of Saudi Arabia on October 16, 1938. 


The following data on the company's wells may be 
of interest to you: 


In the early part of 1938 Well #7 was completed as 
a@ producing well at a depth of 4727'. This was the dis- 
covery well in the Arab Zone. Well #2, originally com- 
pleted as a producing well in the upper zone, was deepened 
during. the year to 4715' and was completed as a producer 
at that depth. Well #4, another well originally completed 
in the upper zone, was also deepened and completed during 
the year at 4175'; Well #12 at 2475'; and Well #13 at 
1745'. Wells #14 to #21 inclusive were authorized. 


During the latter part of the year a wildcat camp 
was constructed at Abu Hadriya, which is located about 
100 miles northwest of Dammam. Drilling was started early 
in December and by the end of the year the well had 
reached a depth of 1897'. 


Califomia Arabian Standard 011 Company has in- 
stalled a modern camp at Dammam with first-class facilities 
for its operations and excellent living quarters both for 
married personnel and bachelors, as well as locally hired 
personnel. Everything possible is being done to ensure 
that the facilities for carrying on operations will be 
adequate, and that quarters for the employees will be up 
to the best standards, and comfortable. 


During the year 1938 construction of 15 air-conditioned 


duplex 
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duplex houses for married personnel and 4 permanent 

houses for bachelors was authorized. Two of these were 
completed and materials were all on the ground for the 
remaining construction. Additional camp facilities ap- 
proved included a Mess Hall, Club House, Power Plant, . 
Central Air-Conditioning Plant, Repair Garage, Bunkhouses, 
Machine Shop, Carpenter Shop and several of the existing 
facilities were enlarged. 


The company has been shipping oil through a tempo- 
rary pipe line system from Dammam to Al Khobar since 
September 1938. This ofl has been ba ween Al 
Khobar and Bahrein. However, the permanent shipping outlet 
will be at the point known as Ras Tanura. Comstruction 
of a 40-mile 10" gravity line, with tankage at Dammam and 
Ras Tanura, is in progress. It is planned that the first 
shipment of oil from Ras Tanura will be made on May l, 
1939. The King of Saudi Arabia will preside at the ceremony 
which will mark this event. 


California Arabian Standard 011 Company has made a 
large investment in the development described above. 
Several million dollars have been expended to date, and 


the Company's program calls for the investment of con- 
siderably more money for some time to come. 


Very truly yours, 


(Signed) BE. A. Skinner 


co: Mr. F. W. Ohliger 
Mr. L. N. Hamilton 


FRS : RS 
Copied: HBH 
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Operations of the Standard 01il Company of California 
in Bahrein and Saudi Arabia. 


Mr. Francis B. Loomis 


Mr. Alling 
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Mr. Loomis called today to discuss certain matters 
connected with the operations of the Standard Oil Company 
of California in Bahrein and Saudi Arabia. He volunteered 
the Anvorineton that the company's refinery at Bahrein was 
furnishing the British Government with all the oil which 

wt ait required, and he observed that up to the present no 
te aw arrangements had been made in regard to payments. He 
$ Oy added that a few weeks ago when he was in Washington he 
av \: te discussed this aspect of the matter with the British Am- | 
ve 4 badsador, but that no decision was reached. At the time 
of his talk with the Ambassador he had inquired what pro- 
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tection the company might expect for its installations in 
the Persian Gulf, and the Ambassador had replied that pro- 


tection “— 
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tection could be given only if the British Navy could hold 
the eastern end of the Mediterranean. 

Mr. Loomis went on to say that he and his associates 
were somewhat concerned as to what might happen in Iran. 
When I asked him to give more definite information as to 
what he had in mind he said that they feared a Russian in- 
vasion, and he inquired whether we had any information on 
the subject. I told him that I did not believe anyone 
could say definitely what Russian intentions might be, 
but in the disturbed state of the world the situation 
which he envisaged was not beyond the bounds of possi- 
bility. He stated in this connection that his company 
was of course anxious to arrange for the protection or 
evacuation of its employees in Bahrein and Saudi Arabia 
in the event of a Russian move into Iran which might 
eventually bring the Soviet forces down the Persian Gulf. 
I told Mr. Loomis that the Department and our officers in 
the field were devoting close attention to such matters 
and that it might be possible, in case of need, to have 
American vessels proceed as far as Basra to pick up Ameri- 
ean nationals or, alternatively, American nationals desir- 
ing to leave through southern Iraq and the Persian Gulf 
might go to India, from where they could presumably obtain 
passage on American vessels either across the Pacific or 


around 
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around the Cape. I inquired of Mr. Loomis whether his 
company had any vessels and if so whether passenger accommo- 
dations were available. He said that they had a few tankers 
on which there was room for five or six passengers, but that 
none of these were in the Persian Gulf at the present time. 
He added that there was a shortage of tankers and that his 
company had been obliged to charter several such vessels 
for its Persian Gulf operations, but he seemed to be un- 
aware of the nationality of these chartered ships. He 
stated that in the event of an emergency he believed his 
company might be in a position to charter a passenger ship 
to evacuate some or all of its employees from the Persian 
Gulf area, and in this connection he said that the company 
would be glad to cooperate with the Government with a 
possible view to assisting in the evacuation of other 
Americans coming from the eastern Mediterranean to the 
Persian Gulf area. 

Mr. etme said that he would appreciate being informed 
at such time as the Department might think it necessary to 
take steps along the lines indicated above. 
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To the 
American Chargé a*affeires ad interin, 
Gairo. 


GONFIDENTIAL -- FOR STAFY USE ONLY 


The Secretary of State encloses herewith, for the 
Legation's information, a copy of a memorandum of 
conversation between an official of the Standard 011 
Company of California and a representative of the De- 
partment regarding plans for the possible evacuation 
of the Company's personnel from Bahrein end Saudi Arabia, 


Enclosure: 


Memorandum of Conversation, 
June 13, 1940. ; 
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No, 436 , 


CONFIDENTIAL <-~ FOR STAFF USE ONLY 


To the 
American Minister Resident 
and Consul General, 
Baghdad, 


The Secretary of State encloses herewith, for the 
Begetion’s information, a copy of a memorandum of 
conversation between an official of the Standerd 011 
Company of California and a representative of the De- 
partment regarding plans for the possible evacuation 
of the. Company's personnel from Bahrein end Saudi Arabie. 
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ONE THIRTY-FIVE EAST FORTY-SECOND STREET 
NEW YORK, N. Y. 





Mr. Wallace Murray 

Chief, Division of Near Eastern Affairs 
Department of State 

Washington, D. C. 


Dear Mr. Murray: 





’ I am enclosing herewith, Mr. P. H. 
Patchin's letter which arrived today. 


With best personal regards, I an, 


Very truly yours, 


8 Duce 
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STANDARD OiL BUILDING \ ny 
bry 


SAN FRANCISCO,CAL. 
December 24, 1940 


Wallace Murray, Esq., 

Chief, Division of Near Eastern Affairs 
Department of State 

Washington, D. C. 

Dear Mr. Murray:- 

You will recall that when you 
were here last summer we discussed the advis- 
ability of having on file in the Department 
a historical record of this Company's 
activities in Bahrein and Saudi Arabia. This 
report has now been completed and we are 
delivering it to you through Mr. James Terry 
Duce, a vice president of the California 
Arabian Standard Oil Company, whom I want you 
to know. I am sure that if you have time to 
read a you will find the report exceedingly 
interesting. 

With best wishes for a Merry 


Christmas to you and your associates. 


Sincerely yours, 


DIVISION OF 
ICATIONS ANY : 
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Jamuary 3, 1941 
ce reply refer te 


My dear Mr. Duce: 


I nave reesived your letter of December 28, 1940 
enelesing My. Patehin's Letter of December 24 in regaré 
to the report whieh you handed to us last week. Ase I 
have informed Mr. Patchin in a separate letter, thie report 
will be plaeed in the official files of the Department for 


aa future reference. We have read the report with great 


qi \ * interest and we feel that it gives us a clear picture of 


. your company's activities in the Persian Gulf area. 


iM op ; At the time of your talk with Mr. Alling, you suggested 


the possibility of furnishing us with a map of the Arabian 
peninsula. In as much as current and aseurate maps of that 

area are very 4iffieult to ebtain, we aceept your offer with 
sincere appresiation. 


Sineerely yours, 


Wallace Murray 
Gnief, Division ef Near Eastern Affairs 


Mp. James Terry Dues, 
135 East Porty«second Street, 
Hew York, New York. 


A trughcepy of | 







signed ocigl- y 


Fas 
NE:PHA:MEB 12/31/40 Ce J. 
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January 3, 1941 
Ee veehy voter to 


My Gear Mr. Patehin:s 
Z have received your letter of Beeember 24, 1940 

eoncerning a historical reserd of your company's activities 
in Behyein ané Gau@i Arabia. This report was Gelivered to 
ue last week by Mr. Duce and has been placed in the files 
of the Departeent for future reference. We have exenined 
the report with great interest and it gives us a very 

> | @enr Aden of your company's activities in that part of 


wk y the world. 


Sineerely yours, 
orn 


Ghief, Division of Near Eastern Affairs 


Me, FP. H, epee, 
vB toe wn Pe endure 2 


WE:PHAINBR 8 12/31/40 
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CROSS-REFERENCE FILE 


NOTE 


Possible decrease in revenue for Sauii 
Arabian Government from Calffornia Arabian 
Standard 011 Company. 


Information regarding -. 


lw 


For the original paper from which reference is taken 
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CROSS-REFERENCE FILE 


NOTE 


SUBJECT Visa Case 


Detention of because of activities in connection with 
California Arabian Standard O11 Company at Jedda. 


Dated Nov. 22, 1940... Asom| Baypt, (Fish) _ 
File No. _____ £11,111 Philby, St. John 


@. 8. COVERWEENT PRINTING OFFICE 1—1540 
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JAMES TERRY DUCE 
VICE PRESIOENT 
CALIFORNIA ARABIAN STANDARD OIL COMPANY SAN FRANCISCO 
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PARTICIPANTS: Mr. James Terry Duce, Vice President, California 


COPIFS TO: 


AO 
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\ f\the attached two reports in regard to the oil concessions 


q 


c held by his company in Bahrein and Saudi Arabia. Mr. Duce 


, Pre oa Seas 


DIVISION OF NEAR EASTERN AFFAIRS 
DEPARTMENT OF STATE 
Memorandum of Conversation 


DATE: . 
December 27, 1940 


Arabian Standard 011 Company. 
Mr. Alling 
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‘. Mr. Duce called this morning to leave at the Department 


said he merely wanted to have these complete reports 
available in the Department for ite information and for 
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future use in the event it became necessary or desirable 

for the company to take up any questions which might arise 
in the concession areas, He added that he would shortly 

send us a letter of transmittal and would be obliged if we= 
would acknowledge the receipt of these two reports. Mr. Dace 
stated that if at any time the Department desired further = 
information in regard to the concessions or information in 


regard to developments in Saudi Arabia or Bahrein, his 


company 


gaq/Sd 
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company would be glad to comply with our requests. 

I asked Mr. Duce how their operations were progressing 
and he said that by and large they were quite satisfactory. 
The Saudi Arabian Government was pressing the company rather 
constantly for advance royalties. The company had already 
made advances of three and one-half million dollars this 
year which was probably at least two million dollars above 
the royalties to which the Saudi Arabian Government was 
entitled under the concession contract. Mr. Duce stated 
that the British Government had also made an advance of 
about four million dollars to Saudi Arabia. He added that 
these funds were apparently essential since the ordinary 
income of the country, derived from the Moslem pilgrimage 
traffic, was almost entirely cut off. I asked Mr. Duce 
if he had any idea what was being done with the advances 
made. He said that about two million dollars was used to 
pay the salaries of Arabian Government officials, about 
eight hundred thousand as advances to tribesmen and tribal 
leaders, and the balance for importation of food stuffs. 
He said that his company was endeavoring to bring about an 
increased agricultural production in the country in order 
to obviate the necessity of large food importations. In 
this connection he said that the company might eventually 
wish to send an agricultural expert to make a survey and 


he 
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he inquired whether we knew of anyone who might be suitable. 
I told him that offhand the principal name that occurred to 
me was Dr. Franklin Harris, President of Brigham Young 
University, Provo, Utah, who had wide experience as an 
agricultural adviser in foreign countries and who had 
recently returned from a similar mission in Iran. 

Mr. Duce stated that they also had a problem in regard 
to blocked exchange in various Eastern countries of the 
British Empire. This blocked exchange arose from shipments 
of oil ant sooner or later some arrangement would have to 
be made with the British to release the exchange. In this 
connection, Mr. Duce mentioned that the company could not 
go on indefinitely advancing royalties in dollars to Ibn 
Saud and have the income from the Saudi Arabian concessions 
tied up in blocked exchange. 

Mr. Duce mentioned casually that the company had 
endeavored to obtain concessions in other Arabian countries, 
particularly in Qatar and along the coast of Trucial Oman. 
They had, however, met with British opposition and for the 
time being at least these efforts had been abandoned. I 
gathered the impression that the company was very well 
satisfied with its discoveries and developments in Saudi 
Arabia and Bahrein and that it had no immediate need for 
additional fields. Mr. Duce stated that the company had 

had 


-4~ 


had some discussions with the Bahrein authorities and the 
Saudi Arabian authorities in regard to concession areas in 
the extensive shoals to the north and west of Bahrein. The 
exact boundary of these shoal areas between Bahrein and 
Saudi Arabia was not clear and that had prevented any final 
decision. Mr. Duce said that the company was gradually 
reducing the number of American employes in the Persian 
Gulf area. I inquired whether these employes were being 
replaced by persons of other nationalities. Mr. Duce said 
that that was not the case, that the company had begun to 
reach the end of its construction program and would now 
operate its fields with reduced personnel. He mentioned, 
incidentally, that in Saudi Arabia proper the company was 
forbidden to employ British subjects. 

I asked him whether they had had any serious difficultie: 
so far as the disputes were concerned between their American 
employes and the local authorities. He said that there had 
been a few such disputes but that they had been settled 
satisfactorily. In this general connection, he said that 
their official who was in charge of relations between the 
American personnel and the local inhabitants of Saudi Arabia 
had recently been obliged to leave the country at the 
request of the Saudi Arabian Government. This came about, 
he said, because the Saudi Arabians learned that the official 

in 
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in question had Jewish blood. Apparently this official had 
had one grandparent who was a Jew and that was sufficient 
to condemn him in the eyes of the Saudi Arabians. Mr. Duce 
said that, of course, this all came about as a result of 
the Palestine question and the consequent dislike of the 
Jews by the Arabs. | 


s " , 4 1 
Janu 
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To the American Minister, 
Gaire. 


The Beorstary of State encloses for the strictly 
confidential information of the Minister a copy of a 
menorandus of a conversation which cecurred on Decen- 
ber 27, 1940 between an officer of the Division of 
Near Eastern Affaire and the Vice President of the 
California Arabian Standard 011 Company. 


Enclosure: 
Memeorandum of conversat: a, 
Decenber 27, . 


J piso 
— A true copy of \ 
CR \/ derigi-) 
Ae 12/31/40 le ie L/PA 
t JAN 3 lo#a Pu WA 
‘ie 


921/°O09 1!0 GYVGONYLS ¢9E9° JO G8 


gq /Sd 


Ww 


7 . ; a 1941! 


460 


Te the American Minister Resident and Coneul General, 
Baghdad. 


The Secretary of State encloses for the setrietiy 
eonfidential information of the Minister Resident a copy 
of a meoworandus of a conversation which cccurred on 
Desember 27, 1940 between an officer of the Division of 
Wear Eastern Affairs ané the Vice President of the 
Galifornia Arabian Standard 011 Company. 
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Enelosure: 


Memevandum of conversation, 
December 27, i“. ” 
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Ma SSP GBS Standare 012, 60. /ise 


My dear Nr. Duees 

I have reseived your Letter of March 10, 1941, ané 
would ask you to aseept our hearty thanks for the maps 
of Saudi Arabia prepared by the Galifoynia Avabian Standaré 
O13 Company. % am supe that we shall find thes highly 


useful. _ | 
Sineerély yours, 
/ Ghief, Division of Near Eastern Affaires 
CR 


MAR 21 1041PM 


ty. James Terry Buse, 

Califernia Arabian Standaré 011 Company, 
200 Bush Street, 

San Fransices, California. 


A true copy of 
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GPX: MBB 3/20/41 
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JAMES TERRY DUCE 
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[eases 
Department of State PeraRtMeNTorstay 
Washington, D. C. 


MAR 20 1941 


DIVISION OF 
| _NEAR- EASTER N AF 


My dear Mr. Murray: \2 9 


.I greatly regret that it has taken so long 
to furnish you with the maps requested in your letter 
of January 3rd 


At the time your letter was received we 
were expecting a new consignment of geographic maps 
which had recently been prepared in Saudi Arabia. When 
the tracings were received, some of them were found to 
have been damaged in transit and it has taken a little 
time to put them into printable condition. 


Under separate cover I am now sending you, 
for any use the State Department may have for them, 
copies of the following geographic maps prepared by the 
Company: 


F-1146 “Northeastern Saudi Arabia Scale 1 - 1,000,000 

F-1172 Hasa and Eastern Nejd Scale 1 - 500,000 

F-1144 Western Rub! al Khali and 

Southern Tuwaig Mts. Scale 1 - 500,000 

F-11142 Jabrin Quadrangle 

F-1164 North Jafura Quadrangle 

F-1162 Haradh Quadrangle /2 . 

F-1180 Abu Hadriya Quadrangle 

F-1157D Qidam Area Quadrangle 

F-1166 £1 Nala Quadrangle a 

F-1160 Hofuf Quadrangle = 

F-1182 Qatif Quadrangle vd 
bee 
To) 
= 
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Quadrangle sheets are on the scale of 1 - 100,000. 


g@0/Sd__. 


At a later date we expect to receive 
from Arabia a revised copy of our Map B-809 of the 
Arabian Peninsula, which was included as Map "Cc" 
of the Report on the Bahrein and Saudi Arab Concessions 
which I handed to you in Washington. As soon as this 
is received I shall be pleased to forward it to you. 
Meanwhile, the maps I am now sending comprise all of 
the completed geographic data on Eastern Saudi Arabia 
which have thus far been put on paper by the Company 
during the course of mapping our concession areas. 


Very truly yours, 


dl thy u/ Due 
/ 
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STRICTLY COMPIDETEIAL 


fo the 
American Minister, 
Cairo. 


The Secretary of State encloses herewith, for the 
strictly confidential information of the Minister, a 
copy of a memorandum of conversation dated April 29, 
1941, end copies of three memoranda of conversations 
Gated May 5, between an officer of the Division ef Hear 
Bastern Affairs end Mr. M. W. Thornburg, on matters con- 
nected with the operations and personnel of the Bahrein 
Petroleum Company and of the California Arabian Standard 
Q1l Company. 


Memoranda of Conversations 
April 29 and May 5, 1941. 


5/7/b1 






A Woe copy of 
the signed Orige 
inal. 
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co DIVISION OF NEAR EASTERN AFFAIRS —s 
DEPARTMENT OF STATE 
Memorandum of Conversation 


DATE: May 5, 1941. 


supJecT: POSSIBLE DEMOLITION OF AMERICAN OIL FIELDS IN BAHREIN 
AND SAUDI ARABIA. 1041; 
wing 27 


PARTICIPANTS: Mr. M. W. Thornburg, Vice President, The Bahrein Petroleum 
Company Limited, 130 East Forty-third Street, New 


ork re 
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Mr. Thornburg pointed out that, although his company 
operating in Bahrein was entirely controlled by American 


interests, it was a registered Canadian company and hence 


" \OBritish. In its Bahrein fields the company had a very 

vd 

$4 \ Ae substantial investment (I believe he mentioned seventeen 
7 

<i million to twenty million dollars) in its large refinery 


on Bahrein Island. Mr. Thornburg said it was well under- 


stood that, in the event of any danger of invasion by 


i> 


Axis Powers, the British military authorities would take os 


bea” J 
their own steps to destroy the company's refinery and wellgs 
* ' ® - 

He added that, of course, the company would have no direct 


control over this procedure. 


\ 


ines Ms) /ANVdNOO 710 


atin 


On the other hand, he pointed out that, on the main- 
land of Saudi Arabia, the company was entirely American, 
both in ownership and registration. It was therefore 
optional with the company whether it should endeavor to 
demolish its oil fields. Mr. Thornburg inquired whether 
there was any policy on the part of the Government regarding 
the demolition of such oil fields. I told him that, so far 
as I knew, the question had not come up directly but that 
I would be glad to discuss it with officers in the Department. 

-I asked him his own views as to the value of demolition. 
He said that in the case of Saudi Arabia he felt that demolition 
would accomplish little if anything. The field was a very 
large and rich one and even if the present wells were 
destroyed it would be a simple matter for the Axis Powers 
to sink new ones and obtain all the crude petroleum that 
they wished. However, he said that this crude petroleum 
would be of little or no use to them in the event of the 
destruction or sabotage of the big refinery at Bahrein where 
the Saudi Arabian crude is refined. In the circumstances, 
he saw little point in attempting to destroy the Arabian 
fields. However, he wished to make certain that the 
company's views in this respect did not run counter to 


the views of the Government. 


or 
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PARTICIPANTS: Mr. M. W. Thornburg, Vice President, The Bahrein 
Petroleum Company Limited, 
Mr. Alling. Eu : 
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Mr. Thornburg opened the conversation by saying - p+ 
oO 
that the company had been receiving reports recently 
from its representative in Bahrein indicating a rapidly = 
rm 
worsening of the situation in that part of the Near East, 
O 
particularly in Iraq. Mr. Thornburg said that their oO 
b> ey 
es General Manager, from whom these reports were received, ~ 
*4 2 or was a person of great calm and judgment and therefore =? N 
P ~ © 


gor a they had been considerably worried, not to say alarmed, 
by his reports. I asked Mr. Thornburg what sort of com- 
munications they had with their representative, and he 


said that they had two methods of sending telegrams, one 


Iv6l 6 = NAL 
aria 


through the usual commercial company which went through 
London and was usually delayed five or six days in 


transit 


w1s/Sd 
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transit and also was subject to censorship. The other 
method was by direct communication between a radio station 
which the company had on a motor launch and the Mackay 
Radio Company in New York. This channel was not subject 
to censorship and messages came through at once, being 
only occasionally delayed by weather conditions. 

Among the suggestions which their General Manager 
had made in his recent reports was one that an American 
naval vessel should visit Bahrein and other Persian Gulf 
areas. The General Manager felt that such a visit might 
go far toward stabilizing the situation. 

Mr. Thornburg then turned to a discussion of the 
situation in Saudi Arabia and asked what action had been 
taken on the proposal of Mr. Moffatt for an advance of 
funds to King Ibn Saud. Mr. Thornburg stated that al- 
though Ibn Saud had been loyal to the British and would 
doubtless continue so as long as he felt that his in- 
terests lay in that direction, there could be no doubt 
that his own interests came first and that if he saw it 
was to his advantage to play along with the Axis powers 
he would undoubtedly do so. Certainly he would probably 
have to do so unless funds were forthcoming to enable 
him to feed his people in the patriarchal economic 
structure which had been set up in the country. I told 

Mr. 
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Mr. Thornburg that all we knew of the matter was that 
this Division had been asked to prepare a memorandum for 
the use of the Secretary and that that had been done last 
week. Since then I had heard nothing about the matter 
and I assumed that any information regarding developments 
would have to be obtained from the White House. For back- 
ground purposes I inquired whether the company had in 
mind that the extra oil which it proposed to produce 
would be consumed entirely by the United States Navy. 

Mr. Thornburg said that that was their idea, and that 
even if the Navy had to obtain bids, as he understood 
was the case, the price at which this oil was being 
offered was so low that the purchases would undoubtedly 
be made from his company. I asked him if he felt that 
the Navy could absorb all of the oil which they proposed 
to produce, and he said there was no question at all 
about that. iu a matter of fact the Navy used petroleum 
products far in excess of the proposed production. How- 
ever, Mr. Thornburg felt that the Navy might wish not to 
take these products immediately but to have them kept as 
a reserve for future requirements since it was well known 
that oil supplies and reserves on the Pacific Coast of 
the United States were definitely limited and would 
within the next few years be entirely exhausted. 


ly f2b 


I told Mr. Thornburg that the practicability of his 
proposal was of course not a matter for this Department 
to decide; that it was up to the Nawy Department and . 
other agencies. x added, however, that in the event 
it. should be decided that financial support ought to 
be given to King Ibn Saud another method by which that 
support might be given would conceivably be under the 
terms of the Lend-Lease Act. I explained that as con- 
ditions were at present the mere granting of financial 
aid often did not solve the problem in a country suffer- 
ing economic distress since the matter of obtaining 
supplies was also difficult even if the money was avail- 
able. Mr. Thornburg said he appreciated that point and 
that so far as he could see the situation in Arabia might 
be handled by a combination of the two methods, that is, 
part financial aid and part direct shipment of supplies 
under the Lend-Lease Act. 

Mr. Thornburg said that he felt he should also men- 
tion that his company had had in mind that any financial 
or other aid granted might necessitate the appointment of 
a financial control officer of American nationality, 
probably under the title of Financial Adviser. Mr. Thorn- 
burg said that this probably would be a difficult matter 

to 
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to handle with Ibn Saud, but that if large sums were 
going to be granted certainly some financial control 
should be established. He said that his own company had 
endeavored to find out what use was made of the advances 
on royalties which the company had made. It had been 
impossible, however, to obtain any definite and satis- 
factory information since money was paid out to a large 
extent by subsidies to the various tribal leaders and 
sheiks through the various wakfs. I told Mr. Thornburg 
that this was the first intimation we had had that a 
financial adviser was envisaged. He replied that the 
company had even gone so far as to try to locate possible 
candidates, and among such candidates suggested was the 
name of Mr. McCaskey, who had been with the Millspaugh 
Mission in Persia. I told Mr. Thornburg that subsequently 
Mr. McCaskey had also served as financial adviser in 
Liberia, but that he had had to retire largely because 
of his health. I also pointed out that in a country 
where no language but Arabic was spoken it would seem 
to be essential to obtain the services of a man who had 
a thorough knowledge of that language. Mr. Thornburg 
agreed and added that this presented obvious difficulties. 
In leaving Mr. Thornburg said he hoped that the De- 
partment might be in a position to ask the Navy Department 
to 
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to endeavor to expedite the arrival in Bahrein of Com- 
mander Grove, the new naval observer at that post. He 
said that Commander Grove had sailed yesterday from 
San Francisco but that unless he could be intercepted 
at Honolulu and induced to continue by air he might 
arrive in Bahrein too late to be of great service to 
this Government. I told Mr. Thornburg that we would be 
glad at least to make inquiries of the Navy Department. 


‘May 27, 1041) 


In refer to 
NE $908 2656) Stender 011 Company/12¢ 


My dear Mr. Secretary: 
Z enelose a memorandum of a conversation between 
an officer of the Department and Mr. M. W. Thornburg, 
Vice President of the Bahrein Petroleum Company, Limited, 
It will be observed that Mr. Thornburg has request- 
od the views of this Government in regard to the possible 
demolition of the company's oil fields in Saudi Arabia 
in the event of the occupation or threatened occupation 
of that territory by Axis forces. I should be glad to 
Shave your comments and suggestions as to the nature of 
the reply which might be made informally to Mr. Thornburg's 
inquiry. 


3 


Gincerely yours, 
Yor the Secretary of State: 


i 
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Enclosure! 
Memorandum 
dated May 5, 1942. 


Pa The Honorebdle A, A. BERLA, IRI 


are Assistant Secretary 
‘ Henry lL. Stimson, 
May 24 ‘Leat 





‘May 27, 1947 
U5 USES Suara 
26363 Standard 01) Company/128 


My Gear Mr. Seoretary: 

ZX enclose a memorandum of a conversation between 
en officer of the Department and Mr. M. W. Thornburg, 

a= Vice President of the Behrein Petroleum Company, Limited. 

It will be observed that Mr. Thornburg has request- 
ed the views of this Government in regard to the possible 
demolition ef the company’s of] fields in gaudi Arabia 
in the event of the occupation or threatened occupation 
of that territory by Axis forces. I should be glad to 
have your comments and suggestions as to the nature of 
‘the reply which might be made informally to Mr. Thornburg's 
inquiry. 

Sincerely yours, 
Yor the Secretary of State: 

Enclosures 


Menorendun 
dated May §, 1941. 


A, A. BERILA. TR 


' Assistant Secretary 


n 


Hye The Honorable 
Prenk Knox, 
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WASHINGTON 
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DEPARTMENT OF STATE 
F* 

SEP 18 1941 
DIVISION OF p 

_ NEAR EASTERN AGJAl 
The War Department has considered your letter/of May 27 


relative to the possible demolition of the Bahrein Petfoleum Com 
pany's oil fields in Saudi Arabia. 


The Honorable, 
The Secretary of State. 


Dear Mr. Secretary: 


The demolition of the oil fields in Saudi Arabia would 
accomplish little, provided the refinery on Bahrein Island were 
not also destroyed. The War Department has no specific informa- 
tion relative to plans of the British for the destruction of this 
refinery, but in similar cases it is understood that the policy 
of the British Government has been to plan the destruction of both 


refineries and wells in the event of any danger of invasion by 
Axis Powers, 


It is suggested that Mr. Thornburg be informed that 
there appears to be no urgent _reason, at this time, for any pre- 
parations for the destruct “of the oil fields of the Bahrein 
Petroleum Company in Saudi Arabia. 


Sincerely yours, 


— ye 2 ee 


EO. 11652, Sec. 38) ond 5D) or 09 Secretary of War. 


» 


letter, May 3, 1972 
pies: 7A 
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SECRET 


DEPARTMENT OF STATE 


emorandum of Conversation 





Lei24 DcR 


DATE: MAY 7, 1941 


SUBJECT: MOFFETT OIL MATTER; 
CONDITIONS IN INDIA 


PARTICIPANTS: SECRETARY OF STATE HULL AND THE BRITISH 
AMBASSADOR, LORD HALIFAX 


COPIES TO: 








The British Ambassador called at his request. = 
I brought up the Moffett o11 matter in the Arab 

kingdom of Saudi Arabia and read to him the substance 
ty of the memorandum prepared by Mr. Murray of the Near 


b | \ Eastern Division. The Ambassador agreed that his 


we oo Government should show real interest in the question 
.< - 
par. of keeping the King in a proper state of mind, and @pi 
Sr 2 
y V0 he would take the matter up with his Government. He 


incidentally remarked that he hoped that this Govergme 
would keep in mind any possible methods of cooperation 


in this and related respects. ae 
a “gi 


I then said that in going over conditions in Iraq 


and Iran and British problems in that part of the world, 


it 


a 


MN/Sd 
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4t occurred to me to inquire of him about conditions 

in India and whether the British found it feasible to - 
consider further acts of liberalizing the relations of 
the United Kingdom to India. He said that the condi- 
tions in India were really very good; that Gandhi with 
his opposition to war found himself unable to sympathize 
with Hitler and later refused to go along in support of 
the British because that too involved the use of force. 
He added that sentiment in India towards the British 
situation and towards Great Britain at this time was 
very good. He especially pointed out the fact that the 
Indians have self government in the provinces of British 
India, which included some areas larger than France or 
Germany ; that the Federal Government controlled primarily 
by the British only handled national defense, foreign 
affairs and general finance; that a short time ago they 
proposed that a committee of Indian officials might make 
up an eligible list from which the British Government 
would appoint an official committee to deal preliminarily 
and in the matter of recommendations with important 
phases of relations between the general government and 
the provinces or states and their governments to the ex- 
tent that the general government has to do with the af- 
fairs of the provinces, but he added that the two re- 


ligious 


18731 
-3- 


ligious sects, the Moslems and the Hindus, were un- 
able to get together on this propo sal, but that it 
still stands and has made a good impression. He 
added that it was not deemed feasible or even neces- 
sary now to make further liberalizing concessions, 


C.H. 


S CH:MA 


\ Memorandum for the Files 
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DEPARTMENT OF STATE 


DIVISION OF NEAR EASTERN AFFAIRS 
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MV, y e 
ArIOns ang WE 
The contents of the attached letter of June 5, 
1941, from the War Department, were not sent to 


Mr. Thornburg pending the receipt of a letter on the 


‘game subject from the Navy Department. Apparently, 


however, the latter has not been received. 

The situation which motivated Mr. Thornburg's 
inquiry has considerably improved in the meantime, and 
if it should recur the matter would doubtless have to 
be considered afresh. It is believed, therefore, that 
the letter from the War Department may be filed. 
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Saw York, .T., January 17, 1942. 
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State, 


Washington, D. C. 
Attention: Mr. Pau) Alling 
Dear Mr. Secretary: 
The Government of Seudi Arabia has requested of the 


Californie Arabian Stan@aré 011 Company certain financial 
assistance in January, 1942, in the form of dollars. Some of 
the Giffieultios attendant to this request were discussed 
with Mr. Paul Alling, Assistent Chief of the Sear East Div- 
ision, on January 14th. Mr. Alling mentioned he would like 
to have a memorandum on the subject, wich I take pleasure 


in han@ing you herewith. 


The Honorable,Coréel) Bull, 
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MEMORANDUM ON FINANCIAL ASSISTANCE 
CALIFORNIA ARABIAN STANDARD OIL COMPANY 
BY THE 
GAUDI ARABIAN GOVEREMENT 


New York, H.Y., January 17, 1942. 


Californie Arabian Standerd 011 Company has been requested 
by the Saudi Arabian Government to meke an afvence payment on 
royalty of $500,000 during Jenuary 1942, The request is based on 
the assertion that dollars are required to make payments on autonmo- 
tive equipment already ordered and presently being shipped as space 
is available, and far the purchese in Indie of sovereigne needed in 
their internal ecomomy. At present they are not permitted to buy 
sovereigns in India except against dollar exchange. 

Inasmuch as the British Government has not yet determined 
whet financial assistance it will render the Saudi Arabian Govern- 
ment during 1942, California Arabian Stendard 011 Company recognizes 
the needs of Seudi Arabia at this particuler time and is prepared to 
help, vbut is nct im a position to advance dollars. The California 
Arabian Company's only outlet far oil under present world conditions 
is by sale to Bahrein Petroleum Co. Ltd. Standard O01] Company of 
California end The Tezas Company, American companios, are eqal 
shareholders in both the California Arabian end Bahrein Companies. 
Deller receipts from the Behrein Company have in the past been 
relied upen by the Califernia Arabian Company far a large portion of 
ite operating costes and dollar advances te the Saudi Arabian Govern- 
ment. Beeause of exchange restrictions, the Behrein Company now 
finds iteelf with a depleted dollar account and large amounts of 


vbleckeé sterling, and will probably net be able to pay the California 


- 2« 


Arabian Company in dollars. 

Im view of this sitmetion, California Arabian Company is od- 
Vieusly not in a position te advance dollars to the Saudi Arabian 
Government. Any Gollars required should be mde available by Britim 
control, either by t use or Lend-Leas Lease dollars Girect, or by permitting 
the Behreia a Omg $s werden Gellare with som of ite blocked 
rupees or sterling. Saudi Arabia's need for dollars eould also be 
partially offset by permitting them to purehase sovereigne in India 
with rugees. . 

The California Arabian Company‘’s contention in this regard 
hes been discussed with the British Minister in Jedé@ah, who is, we 
believe, inelined to agree with cour position that se lemg as the 
United States Government, the British Government, and the Company are 
jeintly interested in the problem of this assibtence, it would be un- 





fair for the Compeny to be penalized by restrictions whieh are under 
the contre] af the two Governments. The Minister has stated it is 
peesible thet errengemente could be made for a portion of British 


te the effect that the California Arabien Company has deen asked for 
$500,000 this month, giving the reason that dollars are needed. He 
informea Londen that the Company much prefers to make the edvanee in 
rupees acoumilated in India, and stated that the Company has asked 
whether in these special clreunstances permission cannet be granted 
for purchase of the necessary @oller exehange against rupees or 
sterling. As of January 9th, no reply had been reesived to this cable, 


-j3- 


ené the Sendi Arabian Government is again pressing the Company. The 
Celifernia Arabian Company is confident that the British Government 
will ease the restrictions in view of the existing ci rounstances, 

wat wishes respectfully te point out that the pressing nature of the 
Saudi Arablien Government's request makes a prompt decision essential. 
The expleyment of any reasonable means by which the matter might be 
expedited would appear to be justified, 

This brief memorandum is confined to the one subject. 
Representatives of the California Arabian Standard 011 Company have 
@iseussed some of the Company's problems with the Near East Division, 
Department of State, at different times, and we believe that Division 
ie elready familiar with the more general aspeets of the Company’s 
operations and with the assistance the Company has been rendering 
the Seudi Arabian Government - prior to and since the outbreak of 
the war - in the form of dollar and lecal curreney advances, 
supplies of petroleun products and containers, and miscellaneous 
services. This assistance, we believe, has been extrenely helpful 
in maiateining the cordial relations with the Saudi Arabian Govern- 
mont whieh are so desired by both the Britich and United States 
Governments. 


President, 
Galifornia Arabian Standard 011 Co. 
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yN Following is the main substance of a memorandum 


? dated January 17 received from President of California 


ms 
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BEGIN SUMMARY Company has oe by the 
Saudi Arabian Government to advance five hundred thou- 
sand dollars during the present month of January to pay 
for automobiles already ordered and in course of shipment 
and to purchase sovereigns in India needed in internal 
economy. Saudi Arabians are not permitted at present to 
buy sovereigns in India except with dollars. 

British Government has not yet decided upon the ex- 
tent of its financial assistance to Saudi Arabian Government 
during 1942 consequently the Company recognizes Arabian 
needs at this time and is prepared to help. However, the 
Company cannot (repeat not) advance dollars because its 
only market and source of dollars under present conditions 
is the Bahrein Petroleum Company, Limited. Because of 
exchange restrictions, the latter company now has ee 
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$ 
amounts of blocked sterling and a depleted dollar account. 


In consequence, the dollars required would have to be 
made available by permitting the Bahrein Company to 
purchase dollars with a portion of its blocked rupees 

or sterling. On ths other hand, if Saudi Arabia were to 
be permitted to purchase sovereigns in India with rupees, 
its need for dollars would be somewhat reduced, 

British Minister at Jedda has informed California 
Arabian Company that the Saudi Arabian need for sovereigns 
can be met if a portion of the British assistance this 
year is in that medium. It is understood that the Minister 
has telegraphed his Government regarding the present Saudi 
Arabian request, stating that the Company has asked whether 
in the circumstances permission cannot be granted for the 
purchase of the requisite dollar exchange against sterling 
or rupees, preferably the latter. The Minister had received 
no reply as of January 9 and the Saudi Arabian Government 
is again pressing the Company, which is confident that in 
view of the political factors involved the British Govern- 
ment will ease the restrictions but respectfully points 
out that a prompt decision is essential. END OF SUMMARY 
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You should bring the foregoing to the attention of 
the appropriate British authorities and state that 
this Government interested itself in the fulfilment of 


the automobile requirements under reference of the Saudi 


Arabian Government following the latter's representations 
to the American Legation et Cairo and representations of 


the British Embassy at Washington which, it is under- 
stood, were made in 


ccordance with instructions from London, 
In the circumstances, it is hoped that the British 


Government will be able to work out some solution which, 
while meeting the financial needs of Saudi Arabia, will 


also take into consideration the American company's posi- 
tion as outlined above. 
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ie Washington. 


Chargeto California Arabian Standard 011 Company, February 
$ San jou ae Galiternie 
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- Department's " January 23, midnight. 
Inform appropriate authorities that California 
Arabian would appreciate indication of British 


attitude in this matter. 
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January 28, i 


| Seer 680s Standard 041 Company/135 


My deat Rr. Davies: 

Referring to your letter of January 17, 1942, 
enelosing a memorandum with regard to a request mafe 
by the Government of Saudi Arabia of the California 
Arabian Standard 011 Company for financial assistance 
in dollars to be rendered in the present month of Janu- 
ary, I may inform you that the main eubdstance of your 
menorandum was communicated to the Embassy at London in 
a telegram dated January 25. The Embassy vase dirested 
to bring the matter to the attention of the British autherw 
ities and to express the hope that the British Government 
whll be able to reach a solution which will both meet 
the neede of the Saudi Arabian Government and take into 
soneideration the position of your Company. 

Sincerely yours, 


( . For the Sgoretary of State: 
Cor aa 
"JAN 28 1942 
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Chief, Diviaton of Near Eastern Arta: 
Mr, F, A. Davies, President 
Calis ivebian 
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, on” New York, N.Y., Teanary 9g. 
we 


The Honorable Cordell Hull, 
Secretary of State, 
Department of State, 
Washington, De Co 





ttention: Mr. Paul All 
Dear Mr. Secretary: 
The Government of Saudi Arabia has requested of the 

Oalifornie Arabian Standard 01il Company certain financial 
assistance in January, 1942, in the form of dollars. Some of 
the difficulties attendant to this request were discussed 
with Mr. Paul.Alling, Assistant Chief of the Near East Dive 
ision, on January 14th. Mr. Alling mentioned he would Like 
to have @ memorandum on the subject, which I take pleasure 
“Gm banding’ you herewith. 


Fc ie 
Yours very truly, ( 
FAD+FCF President, 
Encl, California Arabian Standard Oil Co, 
, San Francisco, Calif. 
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MEMORANDUM OW FINANCIAL ASSISTANCE 
CALIFORNIA ARABIAN STANDARD OIL COMPANY 
BY THE 


SAUDI ARABIAN GOVERNMENT 
IN JANUARY, 1942 : 


New York, N.Y., January 17, 1942. 


California Arabian Standard O11 Company has been requested 
by the Saudi Arabian Government to make an advance payment on 
royalty of $500,000 during January 1942. The request is based on 
the assertion that dollars are required to make payments on automo-~- 
tive equipment already ordered and presently being shipped as space 
is available, and for the purchase in India of sovereigns needed in 
their internal economy. At present they are not permitted to buy 
sovereigns in India except against dollar exchange. 

Inasmuch as the British Government has not yet determined 
what financial assistance it will render the Saudi Arabian Govern- 
ment during 1942, California Arabian Standard 011 Company recognizes 
the needs of Saudi Arabia at this particular time and is prepared to 
help, but is not in a position to advance dollars. The California 
Arabian Company's only outlet for oil under present world conditions 
is by sale to Bahrein Petroleum Co. Ltd. Standard O11 Company of 
California and The Texas Company, American companies, are equal 
shareholders in both the California Arabian and Bahrein Companies. 
Dollar receipts from the Bahrein Company have in the past been 
relied upon by the California Arabian Company for a large portion of 
its operating costs and dollar advances to the Saudi Arabian Govern- 
ment. Because of exchange restrictions, the Bahrein Company now 


finds itself with a depleted dollar account and large amounts of 


blocked sterling, and will probably not be able to pay the California 


Arabian Company in dollars. 

In view of this situation, California Arabian Company is ob- 
viously not in a position to advance dollars to the Saudi Arabian 
Government. Any dollars required should be made available by British 
control, either by use of Lend-Lease dollars direct, or by permitting 
the Bahrein Company to purchase dollars with some of its blocked 
rupees ox sterling. Saudi Arabia's need for dollars could also be 
partially offset by permitting them to purchase sovereigns in India 
with rupees. 

The California Arabian Company's contention in this regard 
has been discussed with the British Minister in Jeddah, who is, we 
believe, inclined to agree with our position that so long as the 
United States Government, the British Government, and the Company are 
jointly interested in the problem of this assistance, it would be un- 
fair for the Company to be penalized by restrictions which are under 
the control of the two Governments. The Minister has stated it is 
possible that arrangements could be made for a portion of British 
assistance this year to be in sovereigns, which would take care of 
that phase of the problem. The Minister has also kindly cabled London 
to the effect that the California Arabian Company has been asked for 
$500,000 this month, giving the reason that dollars are needed. He 
informed London that the Company much prefers to make the advance in 
rupees accumulated in India, and stated that the Company has asked 
whether in these special circumstances permission cannot be granted 
for purchase of the necessary dollar exchange against rupees or 
sterling. As of January 9th, no reply had been received to this cable, 


yg he a 
end the Saudi Arabian Government is again pressing the Company. The 
California Arabian Company is confident that the British Government 
will ease the restrictions in view of the existing circumstances, 

but wishes respectfully to point out that the pressing nature of the 
Saudi Arabian Government's request makes a prompt decision essential. 
The employment of any reasonable means by which the matter might be 
expedited would appear to be justified. 

This brief memorandum is confined to the one subject. 
Representatives of the California Arabian Standard O11 Company have 
discussed some of the Company's problems with the Near East Division, 
Department of State, at different times, and we believe that Division 
is already familiar with the more general aspects of the Company's 
operations and with the assistance the Company has been rendering 
the Saudi Arabian Government - prior to and since the outbreak of 
the war - in the form of dollar and local currency advances, 
supplies of petroleum products and containers, and miscellaneous 
services. This assistance, we believe, has been extremely helpful 
in maintaining the cordial relations with the Saudi Arabian Govern- 
ment which are so desired by both the British and United States 


Governments. 


President, 
California Arabian Standard Oil Co. 


February 11, 1949 


te eee? cbke susntare 011 Companyf133 


My dear Mr, Davies 

With reference to your oall at the Division of 
Near Eastern Affairs on February 9, 1942, I wish to 
advise you that a telegram is being sent to the Embassy 
at London stating that an indication of the British 
attitude in regard to the supply of dollar exchange to 
the Gslifornia Arabian Standard 011 Company, to be 
made available to the Saudi Arabian Government, would 
be appreciated by your Company, and requesting the 
Eabasey so to inform the &ppropriate authorities. 

Sincerely yours, 
For the Secretary of State: 


Wallace Murray 
Chief, Division of Near Eastern Affairs 


Mr, "2 Davies, President, 
bernie ticki on 
Standard 011 Company 
San Freneisco, &. bekivenein. 
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Pebruarw 16, 1942 


im re refer to 
RE e967 6565 Standard 011 Company/134 


My dear Mr. Davies: 
With reference to the telegram sent to the Embassy 
at London on February 11, 1942, mentioned in our letter 


of that date, a reply dated February 12 has been re- WO 
=> 
ceived stating that the question of: supplying dollar T 
exchange to your company, to be made available in turn m 
to the Saudi Arabian Government, is being considered oO 
by the British Treasury, which is being pressed by the is 
ef 
Foreign Office for a prompt decision. —| 
Sincerely yours, z 
; CG 
For the Secretary of State: > 
AU 
as 
‘ a 
ant &; Wallace Murray a 
FEB 16 104@. Chief, Division-of Near Eastern Affairs 
© 
ie 
Mr. F. Ae Davies, { e 
President, ; Ty 
California Arabian oma 
Standard 011 Company ON 
Sen Francisco, Gelifornia. a 
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TELEGRAM RECEIVED 
PD 


vo -s London 

Thies telegram mas € , 
closely paraphrased ber monet ed February 12, 1942 
fore being c foatead F | 

to anyone. (MC) Rectd 9:40 pete * 


on? y; 
Steretary of State, 46> 


Vashingtons oo 


679, February 12, 10 pelle 
STRICTLY CONFIDENTIAL. , 4. aes ge 
Your 531, February 1l, 4 ae =O EASTERN AFFAIRS 
This matter is in the hands of the Treasury 
ond the Foreign Office is pressing thtm for o prompt 
replye ; 
For background the Foreign Office ex plained. 
that the financial situation of Saudi Arabia has been 
a constant headachge Early in 1940, the British 
agreed to give Saudi Arabia 800,000 pounds (sterling) 
during 1940=41, They actually supplied '»400,000 pounds 
in 1940 and were obliged to supply 800,000 pounds 
in 1941 plus 200,000 pounds in riyals, They supplied 
250,000 pounds more in January of this year, They 
realize that Saudi Arabia badly needs more as its 





dwindling trade ond pilgrim troffic have left it almost 


without revenues 
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Bahrein is a 
Gulf offshore from El Hasa, Arabia. Politically, it 
is an independent Sheikhdom in treaty relations with 
the British, and the British keep a Politital Agent 
there. Iran claims sovereignty over Bahrein but has 
been unable to make her claim good. 

Bahrein has oil resources which are being developed 
by the Bahrein Petroleum Company, owned jointly by the 
Standard Oil Company of California and the Texas Corpo- 
ration. Production in 1940 was just over seven million 
barrels and was thus greater than the production in the 
Hasa fields under the California Arabian Standard Oil 
Company, although the potentialities in the latter are 
doubtless much greater than they are in Bahrein. 

There is a refinery at Bahrein which handles both 
the production there and in El Hasa. This refinery 
would be of considerable importance should the great 
Anglo-Iranian Oil Company refinery at Abadan be knocked 
out, but it is a relatively small one. 

The British have a small naval base at Bahrein, 


but indications are that they are transferring their, 


and may also develop something of the sort at Khorrggs- 


rm 
center of naval operations in the Persian Gulf to a 


hahr on the coast of Iran. 
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This telegram must be 


closely perephrated be- Dated February 28, 1942 
fore being comiuniceted 


to anyone, (3C) Rec &.m. March 2 





etary of 3tate, . 






Washington, DIVISION o¢ 
EAS 


TERN AFFAiRg 
342, February 26, 5 p.m. (3ECTION ONE) 





The following is o summary of information cnd 
observations on conditions in Saudi Arabian which has 
a been submitted by the revresentative of the California 
ad 


i ‘ ae Arabinn Standard 011 Comvany et Jeddca who is now in 


Ceiro: 
Budget for 1942 amounts to about $15,000,000. , 


Vd 


California Arebian has gucrenteed total vayments to: 





government in rupees equivalent to $3,000,000 and 

} j 

British have undertaken to provide necessary finance 
required in addition up to 3,000,000 vounds sterling. 


KIRK 
WSB 
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TELEGRAM RECEIVED 


Cairo 


AF 
This telegram must be 
i FROM pated February 28, 1942 


closely paraphrased be~- 

fore being communicated | 

to anyone. (SC) Rec'd 10:14 peme, ee 
n 


Secretary of State, 


Washington. 


342, February 28, 5 peme (SECTION TWO) 

Within the last few months, however, the prob- 
lem of finding necessary finance has become second= 
ary to the problems of which the solution requires 
large degree of control over country's internal cur= 
rency and over the ordering, use and consumption of 
imports, Both British and many members of Govern= 
ment recognize this situation and steps being taken 
to obtain necessary control by British, 

Internal ourrency problem arises from fact that 
internal revenue ’(#*)3 currency of country not nearly 
adequate to pay salaries and other internal obliga- 
tions. This shortage had previously been made up by 
purchases of local currency against English sovereigns 
but supply of sovereigns has now become very difficult 
and fact that scarcity has created local value about 
40% above actual gold value has increased cost of 
financing Government. 


WSB KIRK 
(*#) Apparent omission 
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PD 
This tele 


closely paraphrased bem Dated Pebruary 28, 1942 
fore being comnunic: 


to anyone. (SC) Rec'd 9:40 peme 
ea 8 FROM 
Secretary of State, 
Via shington. 


542, February 28, 5 pem. (SECTION THREE). 
Studies are now underway to find alternative, 
Supply problem is obviously acute because of universal 
Export restrictions and shortage of shipping space 
both of which require priorities, 
It 4s necessory thot priorities - 
be obtained by british but also necessary that Saudi 
Arabia consurmption be organized and controlled so 
that imports can be pleased well in advance and kept 
to essential requirements so supply will not unduly 
deprive civil and military needs in other countries. 
British now have entire confidence in King and 
the pwiteent situation has inevitably resulted in — 
extension of British influence in country heretofore 
strongly resisted. This will have effect of maintaining 
stability and therefore arford indirect protection 
to American interestse However, in view of magnitude 


of these interests and fact that the only lorge 


commercial 


=2= #342, February 28, 3 pets {SECTION THRE) from Cairo 


commercial interests in country are Arnerican it is 
suggested that the United States more directly 
participate in aid being given and be represented 
in country so that United States may observe 
and have some voice in direction that British 
influence and control may eventually take. 
Direct American aid which might have effect 
of increasing amount of money already aveilable 
to Saudi Arabian Government would not help solve 
present difficulties but would only compicate 
metters by encouraging unrecsonable demands 
for supplies. American cid should properly be 
introduced by directly contributing to and collabo» 
rating in aid being given by British which 
could ecsily be done without cffecting British 
leadership or complicating steps already taken,’ 
This would incidentally have effect of relieving 
pressure on American o11 company which has olready 
contributed a very large amount to meet country’s 
war difficultiese It would be welcomed by British, 
porticularly with respect to necessary American 
supplies and dollar exchange and as propaganda 
value to offset possible unfavorable effect in 
Arab worlé of further extension of British influence, 
It would also be welcomed by country itself, 

(END STATEMENT). 
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CJ Cairo 

This telegram must be FROM 
Closely paraphrased be~ Dated February 28, 1942 
fore being communicated . 
to anyone. (SC) Bectd 11:50 aeme, Mare 4th 


Secretary of State, 





Washington. 


542, February 28, 5 peme, (SECTI 
Complete memorandum on which foregding is based 
is being sent to Department by air mail ond I hope 
to be able to obtain additional information on the 
general problem in the course of my forthcoming visit 
y yw’ “, to Saudi jirabia. In menontime, however, in order to 
x: ot be guide me in my conversations there it would be helpful 
to receive the vitivs of the Department on the general 


qu€stion of the extent to vhich the American Govwerne 





nent might be willing to cooperate in relieving the 
present situation and in laying a ground work for the 


future financial and Economic rehabilitation of the 
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a DEPARTMENT OF STATE ~~ 
The Secretary of State, eg 
ON 
Washington. tA 
oo F, 6363 Sfhadaed pee 
Sir: 5 come iy, ty 
Referring to my telegram no. sed of February 23, x 


5 pem., 1942 transmitting the substance of a memorandum 


oC. J 


depicting the present situation in Saudi Arabia prepared ~- 


™ } 
by Mr. Roy Lebkicher, representative in Jedda of the Ww { 
California “rabian Standard 011 Company in matters per- FS . 


taining to relations with the Saudi Arabian Covernment, 
I have the honor to bathe ges eta ha a dibisia of the 
memorandum in question. oo? Saag te 

(here is also onciohed, ans 


ot) Sa gad * 
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AIR MAIL en 

to Mr. F. Ae Davies, ‘resident of the California Arabian 
Standard O11 Company, 200 Bush Street, San Francisco, 
California. Mr. Lebkicher observed that in view of 
present restrictions on use of the mails and telegraph 
he had felt greatly hampered in submitting to his , 
company what he regarded as a satisfactory exposition 
of the difficulties with which officials of the California 
Arabian Standard O11 Company in Saudi arabia are con- 
fronted at the present time. He said that under the 
circumstances he would be greatly appreciative if a 
copy of the memorandum could be made available to his 
company for their confidential information. 

In talking with Mr. Lebkicher tis referred to a 
comprehensive memorandum covering the history of the 


development of the California Argbian Standgrd 941 
SIUVF: 636 SATU Far Oe 11/2 2 


~~ 


Company venture to the end of 1940, a copy of which he 
said had been furnished the Department. In view of the 
apparently basic character of this document I should 
greatly appreciate being furnished a copy thereof for 


reference and incorporation in the Legation's files. 


Respectfully yours, 


\ () fevk 
Alexander Kirk 
sl canes $ 
1/ Copy of memorandum of Mr. Lebkicher. 
2 Envelope containing extra copy of memorandum 
for California Arabian Standard Oil Company. 
Sent in quintuplicate. 
file no. 851 
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P From the American Legation, Calro, Egypte 
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February 26, 1942 


MEMORANDUM 


The Situation in Saudi Arabia ~- February 1942, . 


In order to understand the situation now existing in 
Saudi Arabia, the financial distress and other problems 
of the country, and the steps necessary to meet these 
problems, it is necessary to know something about the 
general economy and political structure of the country. 

Saudi Arabia is primarily a desert inhabited by 
nomad edu whe depend for their meager livelihood upon 
small herds of camels, goats and sheep. Other than this 
the country is wouetionlly unproductive and depends upon 
imports for the major part of its essential foodstuffs, 
with the exception of meat, also for a large part of 
its clothing and other manufactured goods. The chief 
‘aports are rice, wheat, flour, sugar, tea, cement, 
textiles and lumber, all of which now mainly come from 
India, and motor equipment, radios, etc., from the United 
States. Except for the oil and gold now produced by 
American companies the country produces practically nothing 
to exchange for these imports. Since the acquisition of 
Hejaz and until the beginning of the war the pilgrim 
traffic to the Holy Cities provided foreign exchange 
which paid for imports and also provided a certain amount 
of wealth, largely in the form of gold hoardings, for a 
few government officials and merchants. Since Ibn Saud's 
Government has had the benefit of pilgrim revenues itis 
probably safe to say that they have never been able quite 

to 
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to make ends meet and the Government has attempted to 

find other sources of revenue. It was for this reason 
that an oil concession was granted tothe California 
Arabian Standard 011 Company in 19353 and the gold con- 
cession in Hejaz to the Saudi Arabian Mining syndicate 
some years later. Prom 1933 to the middle of 1939 the 
California Arabian Standard Oil Company made gold payments 
which added around 300,000 sovereigns to the pilgrim 
revenue. During this period imports of motor equipment 
were on a constantly increasing scale and the Government 
motorized the major part of its transportation, replacing 
the camels which had previously been used for this purpose. 

With the beginning of the war the sudden reduction 
in the pilgrim traffic made the Government unable to 
meet their budget and although oil production had not 
then been developed to any substantial quantity they turned 
to the California arabian for assistance. In order to 
tide the Government over this company loaned the Govern- 
ment $1,500,000 in the autumn of 1939 and around $4,000,000 
during 1940. Royalty and other sonneneted oblirations 
were paid in addition to these loans. 

When the war spread to the Middle East the pilgrim 
traffic practically stopped and during 1941 the Government 
depended almost entirely upon loans and subsidies. They 
endeavored at first to induce the California Arabian 
Standard 041 Company to finance practically all, or at 
least the greater part of their budget, but the company 
could hardly assume a load of this magnitude. The company 
did provide around $3,500,000 represented primarily by 
loans, and in addition the British Government gave them 
850,000 pounds sterling and 10,000,000 newly minted riyals 

of 
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of a face value of around $3,000,000. These total 
' payments did not cover the full 1941 budget and the 
Government claimed a deficit of about $6,000,000. 

The Seudi Arabian Mining Syndicate has also made 
loans to the Government but the amount has been com- 
paratively small. 

Despite the fact that its 1941 revenue was obtained 
almost entirely through loans and subsidies the 1941 
budget was probably the largest in the country's historye 
In addition to payments for soldiers and other salaries 
the Government budget includes large subsidies to the 
poor as the best means of preserving; peace. 1941 was a 
particularly hard year for the Bedu.e. Ip addition to this 
there were comparatively large imports of motor equipment 
for the use of the Government, the Royal Family and various 
Government officials. 

The budget for 1942 amounts to about $15,000,000 
without providing for the 1941 deficit. To provide the 
necessary funds the Caglifornia Arabian Standard 0il 
Company has again guaranteed total payments of the equivalent 
of $3,000,000 in cash, and in addition will continue to 
supply the Government's petroleum product requirements 
on credit. The British Government has undertaken the 
responsibility of providing the necessary balance, what~- 
ever it may be. London has authorized 3,000,000 pounds 
sterling for this purpose. 

The provision of funds from American and British 
sources has unquestionably led to unnecessary extravagances 
which in the country's own best interests should be strongly 
discouraged until such time as they might become self- 
supporting. The best immediate possibility of effecting 


economies 


AR MAL a 
economies would be to reduce the wastefulness in and 
to promote a better organization and use of motor equip- 
mente Although the Saudi Arabs are used to want and 
scarcity they are singularly wasteful of any abundance. 
Producing nothing, they have no appreciation of the design, 
organization, capital and hours of labor necessary to 
produce such a thing as a motor car, and as these things 
are obtained without effort on their part they cun see no 
necessity to make the best use of those that they have 
or to limit their number to actual requirements. 

Quite apart from the problem of extravagance, however, 
the spread of the war and present day war restrictions 
have introduced new problems which did not exist in 1941 
and to which the finding of necessary finance is only 
secondary. There is no apparent solution of these problems 
without a large degree of control over the country's eco- 
nomic management. This is recognized by the British and 
by mahy members at least of the Saudi Arab Government. 
Steps toward the acquisition of this control by the British 
are now being taken. The chief problems of today are first, 
the problem of supply and second, the problem of internal 
currency. 

The problem of supply is both to procure necessary 
supplies and to find shipping space which can be fitted 
in with other military and civil requirements, both of 
which require priorities under strict control in all coun- 
tries. Both being limited, it is essential that Saudi 
Arab supplies must be restricted to actual requirements, 
and must be fitted in to meet such requirements as shipping 
is available. This necessitates planning far in advance. 
The Saudi Arabian Government is unable to deal with this 


problem. 
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. problem. Not having felt the real effects of the war 
they do not understand the difficulties involved and 
they are generally unwilling by themselves to organize 
their local supply problem in order to anticipate their 
needs and keep within actual requirements. Accordingly, 
on one hand the British are now attemptinz to arrange a 
survey of their motor transport problem in order both 
to eliminate waste and to determine actual requirements 
in vehicles, tires and spare parts. They have asked the 
California Arabian Standard 041 Company to supply an 
engineer to make this survey. The results of this survey 
will act as a guide as to what is to be done with respect 
to 205 motor cars and trucks which have been ordered and 
are now awaiting delivery and shippinz space in the United 
States. The problem is important since the shipping space 
provided must necessarily be at the expense of military 
needs. On the other hand the British plan also to place 
the entire problem of other supplies under the juris- 
diction of the United Kingdom Commercial Corporation, 
with a representative located in Jedda through whom all 
orders and shipping arrangements can be centralized. 

The internal currency problem arises from the fact 
that the Government's internal revenue in the currency of 
the country is entirely inadequate to pay soldiers and 
other salaries and subsidies to the poor. The only legal 
currencies are the Saudi Arab silver riyal of the same 
value as the rupee, and English sovereigns. Until the 
present there has been a constant importation of sovereigns 
brought in by pilgrims or purchased by foreign exchange. 
The Government obtain a certain number of riyals when 


merchants are required to purchase foreign exchange for 


imports, 


- 6 @ 


AIR MAIL 


imports, but the amount from this source is entirely 
inadequate for their needs. Therefore, except by the 
issuance of new coinage, the Government riyal require- 
ments to meet internal obligations have been provided 
principally by purchase of riyals from local merchants 
against sovereigns. These sovereigns largely go into 
hoarding and out of circulation. ‘the increasing scarcity 
of sovereigns since thse beginnin: of the war and the 
restrictions imposed in British countries have given the 
éovereign a local value about 40% above the actual gold 
value. This has had the effect of increasin= living costs 
and increasing Government expenses. It has also introduced 
serious difficulty and controversy with the California 
Arabian Standard 011 Company whose concession obligations 
are expressed in sold pounds -- a controversy thé settle- 
ment of which has been deferred during the present period 
by a compromise. More immediately serious, however, is 
the fact that recently new restrictions which have been 
imposed on the purchase and export of sovereigns in India 
have made the Saudi Government unable to obtain them, and 
hence they are unable to obtain riyals with which to meet 
Enternal obligations. They say that they require 100,000 
sovereigns by March 15 in order to prevent disaster, and 
an additional 100,000 within three months. 

For this reason an important element in British aid 
is either to furnish the sovereigns said to be needed or 
to find sane other solution to the internal currency 
problem. The continued aupply of sovereicns is not only 
aifficult but will serve to perpetuate the objections 
arising from the sovereign's abnormal local value. There 

-goem to be two possible alternatives, first to legalize 
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and import rupee coins and notes, or second, to mint 
and issue from time to time the required amounts of new 
riyal coins. The first alternative would require over- 
coming Government objections which are based on Islamic 
law and upon the impairment of their sovereignty through 
the introduction of a foreign currency. Exchange of rupees 
for riyals within the country is now illegal. The second 
alternative would require some kind of control because 
of the inflationary effect of the constant increase of 
the number of riyals in circulation, and in order to 
maintain the value of the riyal with respect to other 
currencies. There are now 17,000,000 riyals in circula- 
tion in the country. 

The solution to this problem has not yet been found. 
The British Government is planning shortly to send a 
financial expert to Jedda to make a comprehensive study 
and recommend a solution. 

The British Minister to Saudi arabia has recently 
visited Riyadh to discuss these various problems with the 
King and to obtain his support in the steps necessary 
toward their solution. ‘The discussion has probably also 
included measures necessary for the country's military 
protection and the possible use of certain portions of 
the country for the protection of other Allied interests 
in the Middle East in case of necessity. The Minister 
personally and the Allies generally now have the King's 
“entire confidence and it. would seem likely that they will 
be given his support. 

In the helpless condition in which Saudi Arabia 
finds itself today the introduction of certain types of 

. British control and the extension of British influence 
acm the country are inevitable and should have the effect 
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of maintaining stability until the country might again 
‘be able to stand on its ome feet. However, there are 
certain long range problems involved which make it 
; regrettable that the United States is not directly 
represented in the aid being given. 

The only foreign commercial interests in the country 
are American interests and the California arabian Standard 
Oil Company particularly not only has a heavy investment 
but controls an oil reserve of sufficient magnitude to be 
important to American national interests generally. As 
by far the largest employer of labor other than the Govern- 
ment and as probably the largest single future source of 
the country's revenue the position of this company is 
necessarily avery large element in the Saudi arabian 
picture. ‘ihe employment of labor and the training of 
unskilled Bedu to become skilled workers, and the problem 
of housing and general administration are on a scale which 
is bound to affect the future of the country 4s a whole. 

The Company has given and is giving very serious study 
to the most enlightened type of policy in order that its 
general influence in the country will be a beneficial 
influence and in order that the edjustment to a better 
scale of living among its workers can be handled in a way 
that will not have the harmful effects which, have been 
experienced in other countries where similar projects have 
been developed. The Company has also attempted at all 
times to maintain harmony with the Government on a basis 
of mutual confidence and good will. Nevertheless the 
Company may at any time need support against the attacks 
of unscrupulous self-seekers inside or outside the Govern- 

‘gent depending upon the type of government which happens 
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tobe in control. 

The strength and justice of the present Government 
lie in the dominating personality of King Ibn Saud, who 
rules the country personally with a combination of , 
generosity to the people and his supporters, and swift 
and ruthless punishment of those who disobey or offend. 
Although uneducated, he is rich in native wisdom, and the 
welding of the country together through his own efforts 
and the establishment of law and order where strife and 
Bedu raids previously prevailed have been a great credit 
to him. However, his personal strength has also been a 
potential source of weakness since no individual or group 
appears fully able or has been groomed to take his place. 

As he is now seventy years of age his disappesrance 
from the scene can be expected at almost any time. It is 
a@ one-man government and the general detailed control of 
the government organization is extremely lax. There 
has been no attempt to develop a competent and trustworthy 
civil service and certain types of government graft through- 
out the entire government officialdom are common knowledge 
and seem to be accepted by the King as a type of generosity 
which is unobjectionable so long as the officiale, all of 
whom he regards as his personal servants, keep within his 
favor. The King's closest advisers are three Syrians who 
are generally regarded as an evil influence in the country. 
Through jealousy they are constantly causing difficulties 
with other members of the Government and with the two 
American concession companies. They are said to be pro- 
Nazi and to have advised the King to support Rachid Ali 
in the recent Iraqi revolt, advice which the King wisely 
repudiated. Primarily, however, they are probably pro- 

dbiaaiaelaes and are merely opportunists who are ready to 


seize 
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‘seize any advantage which might lead to their personal 

GP cccaes or advancement. ‘The King has never been outside 
Saudi Arabia and its immediate vicinity and is said to 
admire these three Syrians because of their better 
education and their supposed knowledge of foreign Siti 
tries and foreign affairs. 

There has been no general development of nationalistic 
feeling among the people except the desire of the people 
generally for strict independence and their strong puritan 
religious concept which is strongly resistent to any 
adulteration from foreign, and particularly from Christian, 
influences. The people are almost entirely illiterate and 
among the few educated most individuals are primarily con- 
cerned only with personal profit and advancement. There 
are a few, however, who are both competent and have the 
country's interest at heart, and the country's hope as 
an independent nation lies in these few having adequate 
support’ until a more stable general framework can be 
developed. . 

More specifically one of the most dependable members 
of the Government appears to be the Minister of Finance, 
Abdullah Suleiman, who is a Nejdi, who has the King's 
confidence and has been very influential in guiding the 
country's affairs for many years. Another is Najib Salhe, 
who is now Director of Mines and Public Works and is the 
Minister of Finance's chief aide in dealing with European 
residents. Najib is a Syrian who went to the country a 
few years ago as a clerk and later became the Minister 
of Finance's private secretary. His influence has con- 
stantly increased. He is generally well regarded by the 

‘British Legation and other European residents, speaks 
English, 
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English, is forceful, fully realizes the country's 
shortcomings and is one of the few who is willing to make 
an effort to correct them. In recent years and particu- 
larly in recent months the Minister of Finance has tended 
to allocate more and more authority to him and he will be 
useful in getting cooperation in the British attempts to 
help the country in an effective way. 

The country's present financial distress is not 
likely to end with the war, The people need technical 
assistance and capital pa@ticularly to develop water 
resources and agriculture so that they may at least 
become self-supporting in essential foodstuffs. A good 
start has already been made in one agricultural project 
in which the Minister of Finance has taken great interest 
and in which the California Arabian Standard 0il Company 
as a friendly gesture has undertake the engineering plan- 
ning and supervision, and for which they are buying American 

pumping equipment. 

The American interests in the country coincide with 
the best national interests: in the maintenance of a stable, 
just, reasonable and preferably independent government 
with which American interests of the American population 
can live in harmony and to mutual benefit. The British 
interests in the country do not necessarily conflict exe » 
cept that their interests are almost entirely acai 
Their control of neighboring states has often been a 
to the populations and might eventually become a source 
of difficulty if extended and maintained in Saudi Arabia. 
It might conceivably be used also eventually to further 
British commeroiai interests to the unfair detriment of 

 -knerdoan interests erenty established in the country. 
re have, unfertunetely, been ample examples of this 
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type of policy in other countries which have been under 
British control. 

The above review will show that the present situation 
is such that dipset American Government aid which merely 
might have the effect of adding to the amount of money 
which’ {si already available would mt help to solve the 
Government's problems but would only add tothe diffi- 
culties by encouraging further extravagance. Such aid 
could justifiably be introduced as a future and perhaps 
a@ present relief of the California .rabian Standard Oil 
Company whose cumulative contribution to the country's 
financial distress which has arisen entirely from the 
war has already become a serious burden to the Company. 

In addition there seems to be every reason why such aid 
should be made as a direct contribution to and a coll abora- 
tion in the aid of all kinds being given by the British 

so that American interests may have some voice in the type 

of controls which are established. This collaboration should 
and undoubtedly would be welcomed by the British at this 
time, particularly as regards American supplies which are 
needed and dollar exchange with which to pay for these 
supplies, also for propaganda value in offsetting possible 
unfair criticism that Britain is using the country's present 
distress merely as a means of increasing political control 
over Arab countries. American collaboration would also be 
welcomed by the Saudi Arabs, particularly by those who may 
be apprehensive about the introduction of any British control. 
Until recently the introduction or spread of any British 
influence in the country has been most strongly resisted 

in order that the country's complete independence might be 
ae maintained. 
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Direct American collaboration could be carried out 
without affecting the British lead in assisting the 
country or without complicating the steps which have 
already been taken to solve the present difficulties. 

Permanent smerican Government representation should 
be established in Jedda without delay to assist in the 
proposed collaboration, for purposes of observation and 
in order that a first hand study of internal conditions 
may be made as a basis for guiding future policy. Consular 
rank for such a representative would doubtless be adequate, 
at least initially, as American interests in the country 
are essentially commercial interests. Much more important 
than the rank would be the type of representative selected. 
He must be of a personality and of sufficient caliber to 
create a good impression on the Government, to be able to 
understand the rather complex problems involved and to 
maintain the respect of the British Minister in any 


consultation with respect to these problems. 7 
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Memorandum of Conversation 
pate: April 16, 1942 


SUBJECT: Protection of Oil Installations in Saudi Arabia. 
PARTICIPANTS: Mr. Lenahan, California-Arabian Standard Oil Company. 


Mr. Alling. 
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Mr. Lenahan stated that he was calling at the 
request of Mr. Fred Davies, President of the California- 
Arabian Standard Oil Company. Mr. Lenahan said that 
some fifteen of their employees who had recently arrived 
from Saudi Arabia had stressed to Mr. Davies the vital 
necessity of finding some means of protecting the oil 
* installations in that country. At the present time the 
only protection consisted of a moderate number of Saudi 
Arabian troops who are armed only with rifles. The ‘ 
considerable number of American employees in Saudi 


s- Arabia felt very strongly that the installations would | 
be subject to attack from the air at almost any time, on 


and there was absolutely no means at present of defend- — 
ing the properties against such an attack. The company fF 
had spent several hundred thousand dollars in building 
concrete reenforcements around the installations, but, 
although these would help probably in reducing damage 
from air attacks, what was really needed was anti- 
aireraft protection. 


I asked Mr. Lenahan what proportion of the oil 
being refined in Bahrein was obtained from the Saudi 
Arabian field, and he replied that of the 37,000 barrels 
refined daily 17,000 barrels came from the mainland. 


Z 


PYUOCMTIA 691/ANYdWOO 10 CYVOVYLS ©€999° 4068 


TT Teno 





I askea him-wheat Mr. Davies had in mind in the way of 
: eed and he replied that apparently Mr. Davies 
envisaged American tr with anti-aircraft and 
0 yy f one or two fighter planes being stationed neer 
field, I told Mr. Lenahan that this was a military 
2 » but that < would be glad to bring it to tke | 
pats rhea of the appropriate authorities with a view 
bas seeing what c be done. 
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Reference is made to the attached memorandum of 
a conversation on the subject of the protection of 
American 011 installations in Saudi Arabia. 


You will recall that at a recent meeting of the 
Liaison Committee a similar question wae brought up in 
regard to American 011 installations at Bahrein. n 
that case the representative of the War Department pointed 
out that the British are responsible for the protective 
measures there, since Bahrein lies in the general area 
of British military responsibility and is, moreover, a 
Sheikhdom under British protection. 


The case of Saudi Arabia is, of course, entirely 
different in that the Kingdom is entirely independent 
and does not permit any British soldiers to enter the 
country. It even forbids the American 011 company there 
to employ any British subject . In consequence, the 
British are unable to meet their military responsibility 
in that country. While Saudi Arabia might be unwilling 
at this time to permit American armed forces as such to 
enter the country, it might be feasible, for the purpose 
of protecting the strategically valuable installations 
in question, to bring in anti-aircraft guns and United 
States Army personnel for the purpose of instructing the 
Saudi Arab forces in their use. 


We should appreciate it if you would take this matter 
up with the War Department in some appropriate manner. We 
should, of course, be gladto issue the necessary instyuc- 
tions for placing the matter before the Saudi Arab Gorn- 
ment. The best time to present the matter will be whtfie 7% 
Minister Kirk is in Saudi Arabia, consequently we feet that 
it would be desirable for a decision to be reached as boom: 
as possible. e ? 
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UNITED STATES OF AMERICA 
Baghdad, Iraq, April 22, 194& 


‘AIR Mary hy 


Subject: Protection of American Oil Installations in 
Bahrein and Saudi Arabie. 
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Sir: 

I have the honor to report that the question of 
wartime protection of American petroleum installations 
in Bahrein and on the eastern mainland of Saudi Arabia 
(Al-Hasa) was discussed in Baghdad April 20 - 21 be- 
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tween representatives of the American interests con- 


cerned, the Baghdad Petroleum Board, and the British 
. \ 
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military authorities. ae : 7 
: ae a bs j 
The Baghdad Petroleum Board is a civyilian\ committee C; 
’ [OPIN Orr ~ 
{ / organized | gi 
i : : Th 
N 





me me 


organized early 1942, comprising representatives of 
hitherto only the British oil companies, having as its 
spokesman Mr. H. s. BOWLBY. The latter, a British 
subject formerly connected with the Burma Shell Com- . 
pany, also occupies a position as Attache and Petrol- 

eum Advisor to the British Embassy. The Board repre- 
sents the various oil interests in their relation to 

the British military authorities (10th Army Headquarters), 
and acts in an advisory, but not directive, capacity. 
Final decisions are made by the military. 

Recemt discussions between the Baghdad Petroleum 
Board and the British military authorities have re- 
volved around the question of wartime protection of oil 
installations in Iraq and Iran. The protection in ques- 
tion has two aspects, the first being P.A.D. (Passive Air 
Defense), and the second being denial, i.e. destruction 
of the properties if and when the fortunes of war make 
this strategically necessary. 

American oil interests in the Persian Gulf were 
first brought into the discussions this week. Messrs. 
Snyder and Fifer of the California Arabian Standard Oil 
Company, and Mr. Anderson of the Bahrein Petroleum Com- 
pany, responded to an invitation extended by the Baghdad 
Petroleum Board to attend meetings on April 20 and 21. 

For the information of the Department and of the 
Legation at Cairo I have the honor to forward herewith 
copies of the two memoranda of recommendations presented 
in the meeting of April 20 by Mr. Snyder on behalf of 
the California Arabian Standard O11 Company. Mr. Snyder 


has 
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has informed me that he understands that there are 

at present no representatives of his company in Cairo 

in contact with the Legation there, especially on this 
subject, as they have recently returned to Jedda, He 

adds that the memoranda are not final, but subject to ‘later 
correction and confirmation by his company, when he will 
have had the opportunity on his return to Al-Hasa for 
further discussions there. 

An extremely important point emphasized by Mr. 
Snyder is the measure of protection beyond passive air 
defense executed by the company itself which it will be 
possible to make available to oil properties in Saudi 
Arabia. In view of that country's neutrality the Brit- 
ish cannot apparently make any plans for ultimate mili- 
tary, or anti-aircraft, defense. Mr. Snyder is putting 
this matter up to his company, which may already have 
approached the Department. This Legation will much 
appreciate being kept informed of developments in this 
direction, if ouiy for their bearing upon the defense 
measures contemplated for Bahrein and the close re- 
lationship between Bahrein and the Saudi Arabian main- 
land. 

The memoranda on proposed protective measures for 
Bahrein, and copies of the minutes of the April 20-21 
meetings attended by the American company representatives, 
will be forwarded in next week's pouch, as time does not 
permit their being typed (the minutes are now in the form 

of 


oe 


of Mr. Anderson's longhand notes) to be included: in 
the present pouch. 
Respectfully yours, 


aa. 2 


William s. 
Chargé d4*Affair 
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File No. 820/863.6 
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closures: 


1. Memorandum, "Well Denial Program for Dammam 
' . Field of California Arabian Standard Oil Co." 
2. Memorandum, "Protection of Facilities of 
California Arabian Standard Oil Co. Against 
Bombing." 


Copy to: 
American Legation, Cairo. 


Enclosure to despatch No. 1893 of April 22, 1942. 


MEMORANDUM 
Well Denial Program for 
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The oil wells drilled in the Dammam field in Saudi 
Arabia consist of 16 major producers, 5 minor producers, 
and 7 in which blank liners have been cemented in the bot- 
tom so that they would have to be perforated before being 
placed on production. " These major wells all flow against 
800 to 900 lbs. pressure at the well head, and would pro- 
duce at very night rates if the well fittings were opened 
or blown off. An enemy occupying the field for several 
months could pull velocity chokes and blow-off well fit- 
bangs before being driven back out, so that the field would 
be opened up wide and might take many months or even years 
to get back under control. If the field was allowed to 
flow wide open for any long period of time, its large oil 
reservoir would be ruined by much of the oil flowing into 
the Gulf and by rapid water encroachment blocking off iso- 
lated sections of oil. 

At the present time production from the field has been 
running about 20,000 bbls per day. Even if projected possible 
expansion of Bahrein refinery is effected and Ras Tanura re- 
finery is operated, the oil production required from the 
Dammam field is not expected to exceed 35,000 to 45,000 bbls. 
per day. It is estimated that this amount of oil can be 
taken from four of the major wells without injury to the 
field. 

It is our thought that any sort of a well denial pro- 
gram undertaken before an enemy invasion should contemplate 
that the enemy is likely to be in possession for only a 
short while and then be driven back out. Consequently, we 


believe 
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believe that the wells should be cemented in so that it 
would take the enemy considerable time to obtain the nec- 
essary tools, to rig up, and then to drill them out. 

Unfortunately, it also requireé a long period of 
time to rig up at each well to cement them in - several 
months being necessary with the personnel available to 
cement the 21 wells. Consequently, if we wait until the 
enemy makes a rapid drive in our direction to start the 
program, time may not be available to effect its accom- 
plishment. In view of the length of time required to 
carry out an effective denial program and in view of the 
limited production likely to be required from the Dammam 
field during the war years, we recommend starting immed- 
iately to cement off eight of the major producers. 
Additional wells can be added later if the war outlook 
in the Middle East warrants. 

The estimated cost of this program is $15,000 per 
well to rig up and cement and about $25,000 per well to 
rig up and drill each well out at a later date, or about 
$40,000 per well total. (These estimates include a pro- 
rata of vatieed administration costs). Two of the major 
producers are in poor mechanical condition, and it would 
be necessary to drill new wells if they were cemented. 
The total cost for these two wells, including drilling 
the new wells, would be about $235,000 each. It is planned 
to withhold work on these two wells until later in the pro- 
grame 

The cement has been purchased and delivered for this 
program. Personnel and equipment are available to perform 
the work, 


We 
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We believe the cost of this well denial program 
should be borne in the same way as other unusual war pro=- 
tection expenditures. | 

In carrying through any general denial program be- 
fore actual enemy invasion, it is assumed that all vital 
drilling and machine shop equipment, utilities, etc., 
would be damaged beyong repair. The accomplishment of 
this last stage of a general denial program presents 
some serious problems in view of Saudi Arabian newtrality. 
King Ibu Saud is expected to approve the cementing of 
surplus wells not required during war years, as the com- 
pany can show they are protecting his oil reserves, and 
that the wells can readily be returned to service at a 
later date. Unless he openly joins the Allies against 
the Axis, however, it is doubtful whether he would ap- 
prove final destruction of equipment before enemy invas- 
ion. Such destruction, if accomplished, therefore, would 
probably have to be done by the Allies armies before they 
withdrew. Another reason for handling the problem in 
this way is that civilians caught destroying facilities 
vital to the enemy are usually required to pay the extreme 
penalty. 

This memorandum was written after the author left for 
Baghdad on short notice and has not been reviewed by the 
management of the California Arabian Standard Oil co., and 


so must be considered of an unofficial nature. 


L. W. Snyder 
Resident Engineer 


: a h No. 18 f April 22, 1942. 
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The California Arabian Standard Oil Co. is important 
to the war effort at present primarily as a supplier of 
crude oil for the Bahrein refinery of the Behrein Petrol- 
eum Co. Facilities capable of handling 40,000 bbls. per 
day by pipe line from the Dammam Field to Port Al Aziziyah 
have been installed. From this point the oil is barged to 
the Bahrein Petroleum Company's terminal at Zellaq on the 
west side of Bahrein Island. In addition a ase refinery 
was built at Ras Tanura in Saudi Arabia with capacity for 
running 3,000 bbls. per day to make automotive gasoline, 
kerosene, Diesel oil, and fuel oil. Facilities were in- 
stalled at Ras Tanura terminal for exporting up to 50,000 
bbls. per day of crude oil by deep-draft tankers. On 
account of the restriction of sales caused by the war, 
however, no crude oil is being exported out of the Persian 
Gulf, and the Ras Tanura refinery is not in operation. 

The principle consideration in a program to protect 
vital facilities against bombing is to keep the main stream 
of oil moving to Bahrein. The productive capacity of the 
Dammam field far exceeds the present production rate, so 
protection of the sinall amount of crude oil above ground 
at any particular time is not important. Every effort is 
made to keep the quantity of oil above ground at a work- 
able minimum, so as to reduce the destruction from fires 
following possible air raids. Vital facilities to be 
considered include the producing wells, gas-oil separator 
setting, stabilization plant, field gathering tanks, pump 


station 
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station, shipping terminal, and oil barging facilities. 

The producing wells at Dammam are few in number and 
are widely spaced. The derricks have been removed; the 
cellars have been covered over and are protected by a small 
amount of sand bagging. Each producing well is protected 
by an Otis automatic velocity choke set a couple of hundred 
feet underground. This device will automatically shut off 
the flow of o11 in case the top fittings are blown off. 

We do not believe the wells require any further protection 
against bombing. 

The oil from the producing wells flows through flow 
lines under about 800 lbs pressure to « single gas-oil sep- 
arator setting, where the gas is separated from the oil in 
two stages of pressure reduction. Equipment is not avail- 
able to replace these separators, oil and gas regulators, 
meters, etc., if they were destroyed by bombing and fire. 
This station is located on hard rocky formation where a 
maximum amount of fragmentation and side splatter would be 
expected from bombing. Consequently, this separator setting 
constitutes one of the most vulnerable links in the chain 
of facilities through which the oil flows. Masonry bomb 
splinter walls are now being built around this setting, and 
an inner portion wall is being built between the two halves. 
The walls are so laid out as to allow free ventilation and 
avoid the accumulation of toxic HS gas. 

From the separators the oil flows into three horizontal 
pressure surge tanks operating at about 30 lbs pressure. 
From these tanks it flows into low pressure distillation 
columns in a crude oil plant, where the H2S gas and the 
light hydrocarbon fractions are removed. The pressure 


surge 
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" surge tanks are import:nt both to adjust the inequalities 
between field production and stabilizer feed rates and to 
establish production rates for individual wells. Masonry 
walls are now being built saround them. The stabilization 
plant is important because it removes the toxic HS gas 
which is hazardous to the personnel handling the oil and 
which greatly increases the corrosion rates in Tanks, barges, 
and refinery. These corrosion problems would become partic- 
ularly serious if the stabilizer was not operated over a 
long period of time. However, stabilization is not essen- 
tial to keep the stream of oil flowing; sour oil can be 
shipped to Bahrein if necessary. Consequently, no pro- 
tection for the stabilizer distillation equipment, com- 
pressors, etc. is planned in the first step of the program. 

The stabilized crude oil flows from the st: bilizer 
into one of three 55,000 bbl. field gathering tanks. By 
keeping the oil inventory at a mimimum only one of these 
tanks is required to be in service at the present time. 
Fire walls around this tank are to be raised and diversion 
channels built, so that in event the tank was ruptured, the 
oil spill would be carried away from the other two tanks. 
In view of the two standby tanks available for the one in 
service, it was not judged necessary to sheath any of the 
tanks in the first stage of the program. 

From the gathering tanks the oil is pumped by means of 
two steam turbine driven multistage centrifugal pumps at 
pressures up to 1000 lbs per.sq. inch either to Al Aziziyah 
or Ras Tanura. Steam is supplied to the turbines at 350 
lbs pressure from the boiler plant at the adjoining stab- 
ilizer. Exhaust steam is used for stabilizer process 


purposes, 
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purposes, and if the stabilizer wes not running would have 
to be condensed in the cooling tower. These facilities are 
all necessary to keep the oil stream flowing, so masonry 
walls are now beipg built around the pump station, boiler 
plant, and cooling tower pump house. : 

In the Dammam area are a number of other industrial 
facilities that are vital to operations. These include the 
electric power plant, cold storage plant, telephone switch- 
board, radio station, fire truck, working gasoline storage, 
machine shop, etc. Masonry walls have already been com- 
pleted or are now being constructed to protect these facil- 
ities. 

Port Al Aziziyah is located on filled ground on low sand 
subkha formation. The surface of the subkha is flat and is 
only two feet above high tide. The surface material is kept 
moist by the salt water below, so thet even though it is firm 
enough to permit crossing with low pressure sand tires most 
of the time, it is actually in a semifluid state. We believe 
that a bomb would bury itself deeply in this material, blow 
up a big crater, and not throw many splinters horizontally, 
so that less splinter protection is required here than at 
Demmam. The facilities at Al Aziziyah consist primarily of 
two 15,000 bbl. shipping tanks, a shipping pump station, and 
a barge loading pier only 500 feet from the pump station. 

The tanks are widely spaced, are protected separately by 
firewalls, and the area inside the firewalls is so graded 
that an oil spill would drain entirely away from around the 
ruptured tank and the other terminal facilities. Although 
these tanks are important, it was our judgement that the 
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likelihood of both of them being put out of action at one 
time was not sufficiently great to justify the high cost 
of sheathing, particularly during the first stage of the 
program. Likewise, the pump station, although important, 
is not essential to operation, as it is used only to bodst 
already respectable barge loading rates. The 6,000 and 
8,000 bbl. barges can be loaded in excess of 5,000 bbls per 
hour by gravity from the top half of each tank, whereas 
they are loaded at 6,000 to 8,000 bbls per hour from either 
the top or bottom halves of the tanks by pumping. Conse- 
quently, no splinter wall protection is planned at Al Aziz- 
iyah -t rresent. 

Prior to the construction of the oil barging terminal 
at Al Aziziyah, oil was barged to Bahrein from a terminal 
at Al Khobear. The shipping capacity from Al Khobar was 
limited by the longer haul, shallow water (prohibiting the 
use of deep draft barges), slower loading rates, etc. How- 
ever, the facilities at this terminal consisting of four 
2,000 bbl. berks, one 5,000 bbl. tank, small shipping pumps, 
submarine loading line, etc., havé been retained in position 
as a possible standby terminal for Al Aziziyah during the 
war period. No bomb protection is considered necessary. 

The weakest link in the chain of facilities through 

which oil is delivered to Bahrein are the oil barges op- 
erating between Al Aziziyah and Zellaq. At the present time 
two 6,000 bbl. barges towed by chartered tugs are used in 
this service. These barges are old (they were used in the 
Basra area during the last war), are badly corroded, and have 


not been out of water for bottom repair and painting for 


several 
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several years, No marine railway is available in the area 
to permit hauling these barges and the tow boais out of the 
water, but it is hoped to build such a railway in the in- 
mediate future. An 8,000 bbl. power barge operated by the 
Balboa Steamship Co. is available for this service paar 
time, but this barge can make regular deliveries of fuel 
or Diesel oils to India in all but the Monsoon season, and 
would be an excellent barge for delivering oil bunkers to 
ships in exposed ports in the Guff during the Monsoon season, 
etc., so she shouldn't be used for this shuttle crude oil 
service in shallow protected water if less flexible equip- 
ment can be made available. We hope to be able to purhbhase 
one or two additional dumb barges for this service in the 
near future, dependinggupon the quantity of oil that is to 
be run at Bahrein Refinery. We know of no way of protecting 
these vulnerable craft from bombing or machine gun attack. 
The justification for any bomb splinter protection for 
the Ras Tanura refinery and crude oil shipping terminal is 
debatable. One may well ask why any money should be spent 
to protect facilities that are idle because the war has cut 
off market outlets. No crude oil has been exported out of 
the Gulf from Ras Tanura for nesrly one and one-half years. 
The refinery tankage has been standing nearly full of good 
refined products for nine months, but except for consumption 
by the Saudi Arab government and local consumption by the 
California Arabian Standard Ojl Co., no outlets have been 
found for these products. 

However, in spite of the facts weighing <gainst the 
expenditure of money to protect facilities apparently not 
needed by the Allies our judgement is that some protection 

is 
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is warranted. We believe that the Allies will eventually 
inaugurate an "all out" war effort, and that when they do, 
an economic control board will be established that will have 
the power, and that will use its power, to utilize all re- 
sources and facilities available to the Allied nations = the 
optimum advantage. With such a program an effort would be 
made to save every possible hour of tanker time, and pro- 
ducts would be taken from whatever terminal that will per- 
mit making the desired deliveries in minimum time. At that 
time Ras Tanura Refinery might be operated and present pro- 
‘ducts might be utilized so that some protection for this 
small refining capacity would be justified. 

The refinery and shipping facilities are built on loose 
sand, where a low amount of side splatter from bomb fragments 
would be expected. In the first step of our protection pro- 
gram we plan to build bomb splinter walls at Ras Tanura only 
around the power house and fire truck shed. In a segond 
step, however, we recommend building masonry fire walls be- 
tween all of the large tanks in order to make them separate 
risks and to build bomb splinter walls around the major re- 
finery equipment in the distillation area. In a dubious 
third step sheathing of the refined products tanks, with the 
exception of fuel oil tanks, might be justified. 

With the expection of the shipping pumps the crude oil 
handling facilities at Ras Tanura do not seem worthy of pro- 
tection. The pumps might become important equipment, as they 
permit loading tankers at high rates, 8,000 to 9,000 bbls per 
hour. Of the five 135,000 bbl. crude oil shipping tanks, two 
have been taken over for refined oil service. Two of the re- 


maining three are empty, and only a small oil inventory is 
carried in the third. 
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In addition to building masonry splinter walls a cer- 
tain amount of oiling for camouflage purposes is being done 
in the first step of our program. This includes oiling the 
ground, building roofs, tanks, etc., in large areas including 
the Dhehran headquarters camp, Dammam field facilities, Al’ 
Aziziyah terminal, and Ras Tanura refinery, so that individ- 
ual targets will be difficult to identify. 

Also, steps are being taken to augment present fire 
protection facilities. We hope to be able to purchase two 
additional trailer pumps. An order has been placed for 
54,000 lbs of additional foam powder. Additional fire hyd- 
rants and block valves are to be installed, some of thé 
existing fire walls raised, etc. 

It should be emphasized that something should be done 
to provide active defense facilities, as well as providing 
such things as additional fire protection, constructing 
bomb splinter walls, etc. Making large expenditures to 
build splinter walls, sheath tanks, etc. is of little avail 
if enemy planes are permitted to come over unmolested at 
low altitudes to bomb and machine gun vital targets. Plans 
should be laid for moving in anti-aircraft guns and for bas- 
ing fighter planes in the area. This problem is of course 
greatly complicated by Saudi Arabian neutrality. 

Although we are proceeding with the construction of 
bomb splinter walls, etc., without any understanding as 
to financial assistance to cover these unusual war expend- 
ditures, it &s8 our beliefethat our company should be 
given the same finencial assistance for this work as the 
Allied governments accord other oil companies operating in 
the Middle East. The expenditures made are being segregated 


for 
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for this purpose. 


The following estimates, including a prorata of admin- 


istration costs over a labor base, show roughly the magnitude 


of the expenditures involved in four possible steps of a bomb 


protection program. 


Step Description 
Oiling areas for camouflage 


purposes. 

Bomb splinter walls to pro- 
tect vital facilities for 
delivering crude oil to 
Bahrein. 


Expenditure 


$25,000 


35,000 


Additional fire protection _20,000 


2 Build splinter walls to pro 
tect water well pumps and 
storage of certaino vital 
supplies in Dhahran area; 
compressors & key distil- 
lation equipment at Dam- 
mam stabilizer; distilla- 
tion equipment, pump hous- 
es, boilers,etc. at Ras 
Tanhbra refinery. 

Build masonry and earth 
fire walls between large 
tanks at Ras Tanura. 


3 Sheath one crude oil gath- 
ering tank at Dammam and 
shipping tanks at Al 
Aziziya. 

Sheath gasoline, kerosene ,& 
Diesel tankage at Ras 
Tanura. 


4 Sheath two empty crude oil 
tanks at Dammam, and 
fuel and crude oil tank- 
age at Ras Panura. 


¢ 80,000 


30,000 


20,000 


20,000 


60 ,000 


50,000 


80,000 


130,000 


Status 


Work 
about 
50% 
com- 
pleted. 


We be- 
lieve 
desir- 
able. 


Ye believe 
justification 
for expendi- 
ture dub- 
ious. 


We definitely 
do not 
recommend. 


Step 1 will be completed in about three weeks, Step 2 


could be could be completed in about 6-8 weeks thereafter. Step 3 


would 
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would require an additional 2-3 months with personnel and 
equipment available. 

The splinter walls so far built are of native masonry, 
using eight parts of native fjuss" to one of cement ina 
juss-sand mortar mixture for binding the limestone rocks 
together. This type of constiuction in Saudi Arabia is 
relstively cheap and is amply strong for low height walls. 
For tank sheathing, something having greater conpressive 
strength would be necessary, such as precast concrete blocks, 
or native masonry using a cement-sand mix for the mortar. We 
have all the materials, equipment, end personnel required for 
steps 1 and 2, above. For Step 3 we would require an addition- 
al 600 tons of cement. 

This memorandum was hastily written after leaving for 
Baghdad’ on short notice, and although based on policy dis- 
cussed by the local management, the management has not had 
an opportunity to review it as written. Consequently, it 


must be considered of an unofficial nature. 


L. W. Snyder 
Resident Engineer 
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AIR SAIL 
STRICTLY CONFIDENTIAL 


No. / 53 


To the American Minister, 
Cairo. 


‘ 


The Secretary of State encloses herewith, for the 

jf etrietly confidential information of the Minister, a 
4 | Mey copy of a “Report on Bahrein and Seudi Arab Concessions", 
| — @mted December 5, 1940, prepared for the Standard 011 
Company of California by certain of ite officials. The 
copy has been made available by the representative in 
Washington of the California Arabian Standard 011 Company. 

A copy of the report was transmitted to the Chargé 

G'Affaires ad interim at Jidda by the Department's 


instruction of May 11, 1942. 


SS! fs 
Enclosure! 
"Report on Behrein 
{ and Saudi Arab Con- 
\ cessions", dated 
December 6, 1940. a 


mfr 6-11-42 
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“May 11, 1949 


To the American Chargé 4'Affaires ad interin, 


\ Jidde. 

Ns | 

: \? The Seoretary of State encloses herewith, for the 

\ 5 f strictly confidential information of the Chargé d'Affaires 
Ny ad interim, a copy of a "Report on Bahrein end Saudi 
ie Arab Concessions", dated December 5, 1940, prepared for 

My the Standard 011 Company of California by certain of ite 
\s officials. The copy has been made available by the 

= representative in Washington of the California Arabian 

< Standard 011 Company. 
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Fromt Cairo b ‘ee 4 
Tos Agwar a ee i 
No, meme 206, July 12, 1942 7 


DiPT eke 


Concerning Amsme No, 26, it 18 requested that instruc- 
tions be given General Spalding and that the necessary diplo- 


matic arrangements be started to survey requirements for defense 


and denial of installations of California Arabian Standard 0i1 


Company and Bahrein Petroleum Company located in the British 


. * 4068 


Protectorate Bahrein and on adjacent mainland neutral Saudi 


Arabia, General Spalding can be furnished in Cairo the outline 
on of the matter. Concurrence by Kirk. 
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: a. 
— imuiry of the Acting Foreign Minie ter, reported 

to ua in your no. 476 178 of June 23, whether there beve been 
guy recent developments in connection with the proposed 
teans~Arabian pipeline should be answered in the negative. 

yor your confidential background infyrmation, there ie an 
ormel understanding within. thie Goverrment to the 
effect that no further ection #411 be taken oh en Avabian . 
: ‘pipeline as a governmental oro jeat until after the 
Rar eoupletion of the Cabinet-level - conversations with the 


2 ine and euch subsequent public ventional ase the special fw 4 
Senate 011 donaittes may wish to bold. 
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No. 9 Saudi Arabian Series 





Cairo, MAY 22 1942 . 
Subject: ‘Transmitting a Memorandum Regarding the ==—"t7™ 
Economic Situation in Saudi abia 


Prepared by Mr. Roy Lebkicher of the 
California Arabian Standard 011 Company. 
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: OFF TRE: ANWSER JUN 15 1942 
Ss DIVISION OF EXPORTS 
| 2 JUN 23 19492 AND DEFENSE AID 
1 3 a: 
le DEPARTMENT OF STATE ~OFFIRE GE THE 21SER ON 
¥; GNTEBNATIONAL ECUNOKIC AFA 
< Honorable a 
depth’ , ARTMENT OF STATE 
. The Secretary of State, = % 
, Washington. 


) Sirs: ~~ 
ie % 
\e Kat : oe 
~ Referring to mf despatch No. 4, Saudi Arabian Dy 
° a . , 
Series, #ebruapy 28, 1942, transmitting a memorandum @ 
a regarding the economic situation in Saudi Arabia 
ws prepared by Mr. Roy Lebkicher of the California 
Arabian Standard 011 Company, I have the honor to 
transmit herewith a copy of a 


iG 


ther memorandum  ) 


0 
o 

~ 
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prepared by Mr. Lebkicher supplenertiifg his a i 


paorvations. | ylie ite se wh 





This memorandum was handed to me by Mr. Lebkicher 
at Bahrein on May 10 while I was en route to Saudi Arabia 
in order to present my letter of credence, together , 
with the letter of recall of my predecessor, to 
King Abdel Aziz Ibn Saud. 


Respectfully yours, 


0). Wek. 


Alexander Kirk 


Enclosute: 
Memorandum prepared by 
Mre Roy Lebkicher, May 10, 1942. 


Copy sent to Legation, Jedda. 
Sent in quintuplicate. 
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Enclosure Noe 1 to despatch No. 3 of MAY 22 1942 
From the American Legation at Cairo, Egypt. 


Notes on British Aid to Saudi Arabia 


Please refer to my memorandum of February 26th 
for background. 


Mr. Brown, representative of U. Ke Commercial Corp., 
arrived in Jedda about March 29th to study the country's 
supply problem. Mre Rugman, financial adviser, arrived 
from Khartoum on April 2nd to study the internal currency 
problem. These men were in Jedda the greater part of 
April and had many discussions with the Finance Minister, 
Abdulla Suleiman, and Najib Salha. Mr. Rugman holds a 
high position in Sudan Government and should be known 
in Washington as he was there on official British Mission 


As a result of these studies the following plan was 
worked out and when I left Jedda (April 28th) was awaiting 
final approval from London: 


1. The British Government will purchase, arrange 
export licenses and shipping for all of the country's 
essential requirements. The entire amount will be given 
to the Saudi Arabian Government gratis, and the Government 
will be the sole importer. The Government will, in turn, 
sell supplies to merchants at actual cost and in this way 
will receive riyals for all supplies other than those 
needed for subsidies to the poor. It is thought that this 
will provide the Government with a large portion of the 
riyals needed to pay salaries and cash subsidies. 


2e The above will not supply all of the riyals needed 
and to take care of additional requirements it is planned 
to mint up to 10,000,000 new riyals in India. 


Se A survey is now being made to determine the 
Government's requirements of motor equipment, tires, spare 
parts, etc. This problem will be handled separately from 
(1) and the intention is to supply only actual require- 
ments in order to keep essential transport in operation. 

It is hoped also to improve methods of organization and 
maintenance in order to minimize quantities which must be 
suppliede It is thought that few if any new cars or trucks 
will be needed this year. 


4. The Government has been without funds for several 
months, and while (1) and (2) will probably eliminate the 
necessity to import sovereigns after the plan goes into 
operation, seme other means had to be found to take care 
of the immediate present. Various alternatives were 
considered, particularly the use of Maria Theresa dollars 
or rupee coins, but these proved impracticable. Accordingly 
the British delivered 100,000 sovereigns in Jedda on 
April 25th. This has enabled the Government to pay, or 


partly 
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partly to pay, back salaries and other pressing internal 
obligations and will probably tide them over until the new 
plan becomes operative (if not too long delayed). It is 
hoped to get the new plan into effect by July lst. 


The cost of this aid will work out approximately — 
as follows 


+ 500 , O00 supplied up to end of March 

& 300,000 ? market value (but not real value) of 
100,000 sovereigns 

& 2,250,000 cost of supplies under (1) 

& 300,000 ? cost of 10,000,000 riyals (free value 
say £750,000) 

B 3,350,000 


This total does not include motor equipment. 


In addition CASOC has guaranteed the Government 
during 1942 the equivalent of $3,000,000, payable in 
rupees, but this guarantee is subject to direct aid being 
received from the United States Government. To any extent 
that such aid is’ received the company shall be relieved 
of its guarantee, at least by any amount that the guarantee 
exceeds the Company's actual concession obligation. 


The above budget seems alarmingly large but it is 
based upon the best data that could be obtained by 
British experts. It must be borne in mind that the 
country is nearly destitute and the figures do not seem 
large when it is considered that they cover almost all 
essentials (except meat, milk, dates, etc.) for 3 to 4 
million people. 


In fairness to the British it must be pointed out 
that there does not seem to have been the slightest 
inclination to gain political advantages out of this aid 
or to infringe upon the country's sovereignty or management 
any more than necessary to accomplish the purposes. The 
entire motive (for the present) seems to be one of 
helpfulness and of maintaining the stability of a friendly 
country. Nevertheless it is still a pity that America is 
not contributing and collaborating and I hope that this 
can still be worked out in some way. Britain is gaining, 
and deserves, a great deal of good will that America should 
justifiably be sharing in view of the aid that we are 
giving to Britain. Saudi Arab good will to America and 
Americans (and not necessarily at Britain's expense) is 
more important to America and Americans than to the British 
as Saudi Arabia stands unique as a large foreign field of 
American enterprise -- enterprise that is a credit to 
Americans and will be of enormous ultimate benefit to this 
undeveloped country. 


R. Le 
Bahrein 
May 10/42 
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June 11, 1943. 


My dear Justice Byrnes: 


I enelese a copy of the report I have made to the 
Secretary of State on the meeting this morning. 


Our search thus far dees not reveal express pro- 
hibition of the transfer of stock by the California- 


Arabian Standard 011 Company. There is a related provision 


which is contained in the ent between the Saudi- 
Arabian Government and the Stendard 011 Company of Calif- 
ornia dated May 29, 1933 (Article No. 32); 


"The may not,without the consent of 
the Governmen ae ite rights and obligations 
under this contrast to entity but it is understood 
that the ge, ge upen no aftyi the Government 
shall have t ri 
tions hereunder to a corporation it may organize 
exclusively for the purpose of this enterprise. " 


I am making further inquiries on the subject in the 
intereats of certainty. 


Sincerely yours, 


Herbert Feis 
Aé@viser on International 
Economic Affairs 


Justice James F. Byrnes 
Direetor of War Mobilisation, 
East Wing, The White House. 
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Y7 K. 8. Twitchell 
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Pump and Engine for Aflaj-Saudi Arabia 





There are six great water pits south of Saih and Laila 
in Aflaj area; Mejd at 199 miles south from Riyadh and 
143 miles from El Kharj. The largest water pit is called 
Aine El Ras. It lies at an elevation of 1700 feet (by 
aneroid) and covers an area estimated at 25 acres; it 
was reported that a rope of 70 "bah" or 385 feet let éown 
a weight but did not touch bottom. This indicates a large 
amount of available water. None is being used except from 
a probably connected pit called Aine Botn about three fifths ; 
of a mile to the north. NQ 


Peerless Pump suitable for 65-foot head and 4,500 gallons 

per minute capacity, both identical with the four-engine 

pump outfits ordered for El Kharj to be marked "Aflaj" 

and sent to Saudi Arabia for installation at Aflaj. Only 

by actual pumping can the inflow into the great water pits ; 
be ascertained. x 


We recommend a D-13000 Caterpillar Diesel engine with ~_e 


An estimated minimum of 5,000 acres of sand-loam soil, 
excellent for wheat and other small grains, is available a 
at approximated one mile east from pit Ras El Aine and ex- ~ 
tending northerly. This area is smooth and requires no % 
leveling, so can be brought into production practically _ ' 
as soon as water is available. 


The one pump equipment now required should irrigate 
perhaps 1,000 acres. An Accurate estimate cannot be made 
'till the permeability of the soil is proven. If 1,000 " 
acres of wheat is raised, 1,800 tons of shipping space 
for the importation of a similar amount of wheat should » 
be saved. 


WA 

This pumping outfit would also be used for irrigating ‘OS 

the present date groves and extendine date plantings. Sa 
A 


By data obtained by this one pump accurate plans for 
additional cultivations can be made and estimates for other S 
pump equipment. = £ 

=) % 

We wish to emphasize that we wish this to be a separate = _. 
order and not to interfere in any way with the El Kharg fa Oe 
four-pump equipment. , o 
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